+ CONTENTS - 


OCTOBER, 1945 
Volume XXXIV 
Copyright, 1945 
American Management Association 
Printed in U. S. A. 


No. 10 





Partial List of Contents 


The Management Index 
But Who Is to Lead the Leader? -..... 
Harvard Business Review 
' The Future of Subcontracting —----- 
American Machinist 
A Streamlined Billing Procedure 
N. A. C. A. Bulletin 
An Office Methods Program 
Executives Service Bulletin 
Women at Work 
Advertising & Selling 


A “Five-Year” Profit-Sharing Plan ~. 
By Russet L. BiInpER 





Company Policies on Time Study 
Procedures and Wage Incentives 


Studies in Personnel Policy No. 
68 


How to Work Toward Stabilization... 392 
Factory Management and 


Maintenance 
Reconversion Pricing of Manufac- 
tured Goods 395 


Retail Price Policy in the 
Transition 





Consider the Reader of Your Annual 
Report 
Printers’ Ink 


And Others 


~ Survey of Books for Executives 


Basic Problems of Sales Manage- 
ment 


Reviewed by Saul Poliak 
What Is This Management? -.... 








410 


lanagement 
REVIEW 


HAT’S ahead for women in industry 
and in the professions? Latest studies 
reported by Advertising & Selling indicate 
that, while the impact of reconversion upon 
women workers will be severe, after the 
transition the female labor force will main- 
tain the same average annual increases as 
were recorded before the war. Specifically, 
one out of every three women over 14 is ex- 
pected to be gainfully employed in 1950. 
Last year there were~ 4,500,000 more 
women in the labor force than in 1940. 
However, the war had merely accelerated a 
steady trend upward since the turn of the 
century. Back in 1900 women constituted 
only 18.1 per cent of the labor force; this 
proportion rose gradually to 24.4 per cent in 
1940, and jumped to 32.5 per cent by 1944. 
While many war-induced workers will with- 
draw from the labor force, more than 1,000,- 
000 women workers over and above the nor- 
mal increase are expected to remain. Thus 
the postwar period will engender the great- 
est number of double pay-envelope families 
in our history. (For more specific predic- 
tions, see Women at Work—page 380.) 


WHiLe the “giant” corporations of Ameri- 

can industry have grown substantially 
larger—financially speaking—during the war 
years, their relative dominance has been 
somewhat modified; and the changing de- 
mands of war have created new giants, 
which have displaced some corporations 
from the leading ranks. These are the chief 
findines of a study of the financial perform- 
ance of 200 large and 800 intermediate-sized 
corporations, summarized on’ pages 400-403. 


H°wv much subcontracting can the small 

manufacturer expect to do in the post- 
war years? According to a survey by the 
McGraw-Hill Research Bureau, about two- 
thirds of the war prime contractors will do 
less subcontracting in postwar than during 
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the war, while one-third will do as much or 
41] ‘more. Detailed findings and their implica- 
tions are reported in The Future of Sub- 
contracting (page 373). 
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THE MANAGEMENT INDEX 





General Management 


But Who Is to Lead the Leader? 


fine. While we know exactly 

what an operator in the shop 
must do, and can describe in detail the 
duties of a salesman, an accountant, 
an engineer, a stenographer—when we 
reach the top, we become vague. We 
adopt a sagacious manner and cover 
the requirements with a generalization 
to the effect that the person occupying 
that post must possess the “funda- 
mental qualities of leadership.” 

What are those qualities? And why 
is it so difficult to define them ? 

These questions have intrigued me 
for a long time. I have tried to define 
the “fundamental qualities of leader- 
ship” but have found them as difficult 
to define as virtue and decency. The 
rules of life cannot be prescribed for 
a young man as he sets out upon a 
career ; they must be developed by the 
individual for himself as he goes along. 
The requirements for effective leader- 
ship likewise must be developed pro- 
gressively by the individual for him- 
self as he grows older and wiser in his 
job. 

The philosophy of an individual is 
circumscribed by his background and 
experience. For that reason, in order 
to make clear the basis for my observa- 
tions, I shall refer for a moment to my 
personal history.. 

At the age of 12, when I was errand 
boy at an envelope shop, my attitude 
toward the head of the business was 


LL tee. write is difficult to de- 


one of great awe and reverence. My 
feeling toward him was similar to that 
of the Israelites toward the God of the 
Old Testament. This may have been 
encouraged by the fact that the presi- 
dent happened also to be superin- 
tendent of the Sunday School I at- 
tended. He was a tall, distinguished- 
looking man, with a fine head of snow- 
white hair, a fierce, luxuriant white 
mustache, and a look of austere benev- 
olence. I considered him the highest 
authority, from whom all industrial 
blessings flowed; the fountainhead of 
all justice, sometimes beneficent, some- 
times harsh. Just what he did I was 
not sure, but I was sure that anything 
good in that business originated with 
him; and anything bad, if discovered, 
would be frowned upon by him with 


-the proper accompanying actions and 


gestures. 

This basic conception of leadership 
in business persisted in various forms 
throughout all my earlier years. In the 
beginning, as I said, it was a matter of 
awe and reverence. As time went on, I 
“caught the spirit.” I saw in the head 
of a business a man who was invested 
with full police powers, charged with 
the authority of seeing that the laws of 
the business were obeyed. Automati- 
cally a challenge was set up to try to 
dodge those laws, much in the spirit 
in which we skipped school or did 
other things in the classroom to get 
around the authority of the teacher. 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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When, in 1918, I was private secre- 
tary to the president, I felt about “my 
boss” just as I felt at the age of 12 
about the head of the envelope shop, 
except, of course, with a more mature 
mind. I recognized in my chief the 
fundamental qualities of wisdom and 
imagination. It was he who injected 
into the business all the ideas and all 
the creative thoughts. I felt certain 
that the president was a superman. 

I have been responsible for the per- 
formance of many different functions 
until ultimately I have myself become 
president. While I had been perfectly 
willing to concede to my predecessor 
all the qualities which I have men- 
tioned, candor compels me to admit 
that from the moment I arrived at that 
post myself I began to suspect that the 
qualifications of the position must have 
differed from those with which I had 
invested it throughout the years. Even 
though all other presidents may have 
been supermen, I was certain that I 
was not. 

Just what are the qualities for which 
aman is appointed to a position of 
leadership in a business? He is there 
primarily because he is supposed to 
have good judgment. A multitude of 
facts are constantly at his disposal. 
The owners and stockholders of the 
business, through the directors, have 
delegated to him the final responsibil- 
ity of weighing facts and conditions 
and of determining the course of action 
of the organization. In other words, he 
is placed in that position not because 
of his ability as an engineer, a sales- 
man, a financial man or a production 
man. Nor is he there because of his 
financial interest. He is in that post be- 
cause of his reputation for good judg- 
ment, and he is expected to exercise it 
when a decision must be made. 

If this concept is correct, we can de- 
scribe the leadership expected of the 
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executive head of a company as the re- 
sponsibility of rendering judgments, 
promptly and decisively, on facts or 
conditions pertaining to the business so 
that the energies of the organization 
will be integrated and its usefulness in- 
creased. 

But who is to lead the leader? 

The responsibility of the head of a 
business is to choose a course of action. 
But he must have a variety of possible 
courses from which to choose. Instead 
of speaking of courses of action, let us 
call them “ideas.” From whom are 
ideas to come? 

I have discovered in my own case 
that the head of a business is not a 
superman, the exclusive source of wis- 
dom. Ideas will have to come from 
others as well as himself. To a great 
extent they must come from the or- 
ganization. The organization must be 
made to understand that the leader de- 
pends upon it for the leadership he 
hopes to give. In other words, the or- 
ganization is to lead the leader. If the 
problem is one of engineering, the en- 
gineering department must lead the 
leader. If it is one of production, the 
production department must lead. In 
the case of a marketing or selling prob- 
lem, the leadership must come from the 
sales department. If the problem is 
one of finance, leadership must come 
from the department in charge of 
finances. And so it goes. The leader 
must be led by the organization. In 
return for the leadership which the or- 
ganization gives him, he assumes com- 
plete personal responsibility for de- 
cisions and the determination of 
courses of action integrating the ener- 
gies and abilities of the group. 

After I had been with our company 
little more than a year, I had an oppor- 
tunity to experience this power of the 
leadership of an organization. A sales 
manager was needed for one of our 
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factories. We had not yet recovered 
from the dislocations of World War I. 
At the moment, no one was available 
who was qualified by experience for 
the position. Although I was com- 
pletely inadequate from that stand- 
point, I was placed in charge of the 
sales and of the office of that plant. 

I am grateful today for the fortui- 
tous good judgment which prompted 
me to reach out to the organization for 
help and guidance. For some reason I 
have never been greatly impressed by 
prerogatives. I must have convinced 
the small group of people around me 
that my only interest was in getting 
the job done. They knew my limita- 
tions. I knew that I had many limita- 
tions, but I did not know them in de- 
tail. The organization reached out to 
help me. We worked together. As 
time went on and I became more in- 
telligent about the details of the work, 
my contribution became more ade- 
quate. I could sense the satisfaction of 
my organization in the part they were 
taking in developing their leader. It 
was an inspiring experience. 

My experience has shown me that as 
soon as the leader has himself recog- 
nized his dependence upon his organi- 
zation, by his manner he automatically 
invites and will surely receive the 
leadership of his associates. The first 
step toward the ideal condition of per- 
fect cooperation is for him to recognize 
that it is not his function to be the sole 
fountainhead of wisdom and the source 
of all progress. Once he admits that he 
is-not a superman, he places himself in 
position to tap a-deep reservoir of cre- 
ative energy within his organization. 

If the leader will establish this pat- 
tern, ultimately every. individual will 
feel that he is important to the organi- 
zation. This must be accomplished 
rather. by example than by precept. 
After the leader. has by his attitude 
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demonstrated to his executive staff 
that he considers it of first importance 
to have free and unobstructed circula- 
tion of thought within that group, each 
member will pursue the same policy 
within his individual sphere of influ- 
ence. The process will continue down 
through the organization. In the end 
everyone will become conscious that 
his contribution is not simply expected 
of him; it is needed. It is a question 
of opening floodgates—and the leader 
holds the key! 

The energies and abilities of the 
people in a business are its lifeblood. 
In the human body, life depends upon 
perfect circulation. In a business or- 
ganization, life and health depend upon 
the circulation of the thoughts govern- 
ing the energies and abilities of the 
people in it. The leader must contrive 
diligently to obtain a wide distribution 
of the feeling of responsibility for the 
health of the business. He must pro- 
vide the impulse just as, in the human 
body, the heart provides the impulses 
which sustain blood circulation. The 
head of the business must in fact be its 
heart. And I mean “heart”—with all 
the connotations of the word. 

Over a long period of years there 
has been developed within our organi- 
zation a spirit which seeks spontaneous 
cooperation. The ideal we strive for is 
that each individual may feel he is 
needed and that he is useful. The pay 
envelope must not be permitted to be- 
come the sole basis for the relationship 
between the individual and the organi- 
zation. The pay envelope must take 
its place simply as one of the tangible 
by-products of usefulness. 

That ideal will be reached when all 
the people in the organization become 
unselfishly absorbed in the service the 
organization aims to perform. And 
the example for all this must be set by 
the leader, whether he be the head of 
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the business or the head of a depart- 
ment. 


Under the glass top of my desk there 
is a short paragraph by John Donne 
which reminds me constantly of an 
eternal principle, not only of leadership 
but of life itself : 


No man is an Iland, intire of it selfe; 
every man is a peece of the Continent, a 










part of the maine, If a clod be washed 
away by the sea, Europe is the lesse, as 
well as if a Promontorie were, as well as 
if a Mannor of thy friends or of thine 
owne were; any mans death diminishes 
me, because I am involved in Mankinde; 
And therefore never send to know for 
whom the bell tolls; It tolls for thee. 


By Joun S. Tomayan. Harvard 


Business Review, Spring, 1945, p. 
277 : 6. 


New Era in Stockholder Relations 


O the millions of investors who 

accepted dividend reductions and 

omissions almost graciously dur- 
ing the prolonged depression of the 
thirties, corporate management has 
reason to be truly grateful. Driven 
home forcibly has been the realization 
that the loyalty of the stockholder is 
based upon more than dividends—that 
stockholders are a vital force joined 
together by a common bond of mutual 
interest, not only in the welfare of one 
corporation but in the survival of free 
enterprise itself. 


Early evidence of the increasing ap- 
preciation of the status of the stock- 
holder by management was found in 
the move to improve corporation an- 
nual reports. Progressive executives, 
who went beyond their duty of present- 
ing a condensed balance sheet at the 
year-end, found that their efforts to 
provide more information were wel- 
comed by stockholders with letters of 
thanks and commendation—plus_re- 
quests for additional details and more 
statistics. The ball started rolling in 
the direction of taking the stockholder 
more into the confidence of manage- 
ment; and as annual reports were 
improved, the misunderstandings, sus- 
Picions and opposition of the stock- 
holders began to disappear. 
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Foresighted managements which are 
taking advantage of the opportunity to 
modernize—and humanize—their an- 
nual reports by supplying all the in- 
formation to which the stockholders 
are properly entitled, and serving it up 
in attractive and readable style, are 
being rewarded by increased confidence 
in their ability and greater support of 
their policies. Thus it is not surpris- 
ing that these progressive organizations 
should seek other innovations to 
strengthen their. stockholder relations. 

Noteworthy in this connection is the 
development of the corporation “year- 
book,” which in some cases is combined 
with the annual report and in others is 
prepared as a separate booklet (but 
often sent out with the year-end state- 
ment). The “yearbook” format for 
the annual report has tended to 
broaden its appeal and readership be- 
cause it is more appropriate for gen- 
eral distribution to new stockholders 
throughout the year, as well as to em- 
ployees, dealers, customers and others. 
A “yearbook” also permits inclusion of 
a variety of background and reference 
data which would be considered un- 
suitable for an annual report. 

Perhaps the greatest improvement in 
stockholder literature, aside from the 
annual report, has been achieved in re- 
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cent years in the quarterly earnings 
statements. In the past the bulk of 
these interim reports were produced via 
multigraph or mimeograph, but today 
increasing stockholder lists have justi- 
fied the printing of folders and booklets, 
many of which are illustrated with 
trade-marks and appropriate photo- 
graphs and graphics. A number of 
corporations have converted their quar- 
terly statements into stockholders’ 
newsletters, bulletins and tabloids, giv- 
ing a review of the three-month period 
and including announcements of new 
products and services, biographical 
sketches of new executives, and other 
material of general interest. 

When properly timed, the interim 
statement can be sent out as a “free 
rider” with the quarterly dividend 
check—requiring no extra postage. 
Many corporations, however, prefer or 
have to mail their earnings reports 
separately and then utilize the dividend 
mailing for what has come to be known 
as a “dividend stuffer”—also riding on 
the same postage. These “stuffers” 
are often die-cut with an elongated oval 
to fit window envelopes, in order that 
the checks may be inserted within the 
folders. Some “stuffers” are printed 
in two or more colors, dramatically 
illustrated with pictures of new prod- 
ucts, factories, and the like. 

In most cases a “dividend stuffer” is 
utilized to announce—or explain—the 
dividend action of the board of direc- 
tors, and there are a few instances 
where mergers and acquisitions have 
been reported for the first time to the 
stockholder through this means. Dur- 
ing the war many “stuffers” advocated 
the purchase of War Bonds, but it is 
doubtful that management will pre- 
sume to suggest how postwar dividends 
should be spent. 

The war has produced a variety of 
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specialized brochures, Army and Navy 
“E” Award announcements, and em- 
ployee-in-service honor rolls which 
have been sent to stockholders under 
separate cover. And there are always 
the commemorative booklets—obsery- 
ing a silver, golden or diamond jubilee 
in the life of corporations—that afford 
a less frequent opportunity to remind 
the shareholders of the rich heritage 
represented by their investment. Some 
institutions utilize calendars, diaries 
and other devices as yearly Christmas 
presents to their stockholders, and 
there have been instances where gift 
packages of samples of the company’s 
products have been offered at special 
prices to stockholders. Whiskey divi- 
dends will be recalled in this considera- 
tion of unusual treatment to corpora- 
tion owners, but it is unlikely that this 
sort of product distribution will become 
common practice. 

With the production of merchandise 
restricted by materials shortages and 
the conversion of manufacturing facili- 
ties to armament output, many com- 
panies turned during the war to 
“institutional,” or educational, adver- 
tising in order to keep their names be- 
fore the public. The copy themes of 
most of these messages have had a 
direct appeal to stockholders and pro- 
spective investors. More and more of 
these inspirational advertisements are 
being seen in the financial pages of 
newspapers and in business and finan- 
cial magazines. 

Along the same line, there has been 
a virtual revolution in the style of divi- 
dend notices, which in the past were 
set in agate type and run as “classified” 
advertising. Today many dividend 
announcements are run in two- and 
three-column space, restyled with 
attractive layouts which have trans- 
formed them into effective additions 
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to educational advertising programs. 
Worthy of mention, also, is the growing 
use of “annual report advertising,” by 
which many corporations are publiciz- 
ing in paid space a condensed version 
of the annual report for the general 
public—and potential investors in their 
securities. 

No study of stockholder relations 
would be complete without reference 
to the improved techniques in conduct- 
ing annual meetings. Once a hotbed 
of bickering, the stockholder annual 
meeting in most instances has now be- 
come a session of high decorum, care- 
fully planned step by step in advance. 
Some of our leading corporations now 
serve sandwiches, pie and coffee to 
those who attend, while others take 
their stockholders out for luncheon at a 
club or hotel for a table d’hote meal. 
An unusual and encouraging develop- 
ment prior to the war was the holding 


The Future of 
OD ee wont of subcontractors 


are wondering how much busi- 

ness they can expect in the post- 
war era. To obtain the facts, the 
McGraw-Hill Research Bureau made 
personal calls upon prime contractors 
having a large number of subcontract- 
ing affiliations. The results, forecast- 
ing the postwar trend of subcontract- 
ing, are as follows: 

Sixty-one per cent of the war prime 
contractors will do less subcontracting 
after the war than during the war; 22 
per cent will do about the same amount 
of subcontracting as in wartime; 10 
per cent expect to do more; and 7 per 
cent have not made definite decisions. 

Some 51 per cent of the prime con- 
tractors plan to subcontract about as 
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of regional meetings in larger cities 
across the country where groups of 
shareholders were offered the oppor- 
tunity once a year to meet the top 
executives and to view a movie or 
slidefilm about the corporation. This 
activity is expected to expand in the 
postwar era. 

This recital of many of the innova- 
tions which enlightened management 
is utilizing to foster constructive 
stockholder relations suggests that the 
current decade may yet be known as 
the “forthright forties.” At least it 
can be said that a new era in stock- 
holder relations has begun, and that 
the policy of laissez-faire toward the 
true owners of corporations has been 
buried along with the “public-be- 
damned” attitude of early corporate 


management. By Weston SMITH. 
The Controller, August, 1945, p. 
383 :2. 

Subcontracting 


much work as in prewar days. Of the 
balance, 17 per cent will do more, 17 
per cent will do less, and 15 per cent 
have not yet made definite plans. As 
against prewar practices, the survey 
reveals a change in subcontracting 
policies of at least 34 per cent of the 
prime contractors, and a_ possible 
change of policy on the part of another 
15 per cent. 

Of those planning to do less subcon- 
tracting, only 11 per cent say it is be- 
cause they are dissatisfied with sub- 
contracting. Of the balance, 47 per 
cent expect to handle the business 
themselves because of expanded facili- 
ties or an expected decline in the vol- 
ume of certain business. The end of 
war work will terminate subcontract- 
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ing for 12 per cent; 9 per cent of these 
primes will return to their peacetime 
work, thus shifting to a smaller vol- 
ume of subcontracting. The subs of 
9 per cent will discontinue their rela- 
tionships postwar to go into new busi- 
nesses or undertake other subcontract- 
ing work. The remaining 12 per cent 
did not specifically explain their ex- 
pected reduction in subcontracting. 

With respect to the pros and cons of 
subcontracting, the factor of cost 
seemed to be uppermost in many con- 
tractors’ minds. Of those stressing 
this point, 67 per cent said that sub- 
contracting cost them more than if 
they did the work themselves, 25 per 
cent said it cost less, and 8 per cent 
said it cost about the same. 

The higher costs of subcontracting 
were attributed to such factors as the 
necessity for educating the sub, the 
high ratio of scrap and rejected work, 
the extra amount of inspection and ex- 
pediting involved, and extra paper- 
work. Even where costs were equal 
or lower, these same factors were cited 
as disadvantages of varying degrees of 
importance. 

Survey reports indicate that there 
are two sides to most criticisms raised 
of subcontracting. Over-all, it ap- 
pears that the contractors who ap- 
proached subcontracting realistically 
and patiently got the best results. 
Others who expected subcontractors 
to undertake new war assignments and 
perform them perfectly without much 
instruction or supervision appear to be 
those who are most disappointed. 








Of significance to postwar subcon- 
tracting are the expectations of some 
contractors that, since postwar work 
will be less exacting than wartime 
work, they probably will have less 
trouble with subcontracting postwar 
than they have had up to now. Others 
expect wartime difficulties over deliv- 
eries and costs to be ironed out post- 
war, because subcontractors will be 
competing for sub work and will have 
to justify any business they get in 
order to survive. 

There are two important advantages 
worthy of consideration in any deci- 
sions to be made on postwar subcon- 
tracting: (1) subcontracting enables 
some companies to handle more im- 
portant work or more profitable work, 
while they can subcontract other work; 
and (2) it enables prime contractors 
to benefit by the specialization of the 
subcontractors. These are practical 
planning considerations, entirely apart 
from the need to expand production, 
which have impelled practically all 
wartime subbing. 

An economic value that might lie in 
peacetime subcontracting was posed by 
one contractor, who stated, “Subbing 
during the war has helped distribute 
work into non-critical labor areas. It 
might help to spread the work post- 


war into idle communities.” Another 
contractor pointed ou: th: subcon- 
tracting was a good means o1 helping 


other companies that a:e in distress 
or experiencing a temporary slack. 
American Machinist, August 16, 1945, 
p. 133: 4. 





® SEEKING better to acquaint its stockholders with the members of the board 
of directors, the Erie Railroad has issued a 12-page 8%4 by 33 inch booklet in 
two colors entitled “Here Is Your Board of Directors.” 






A picture, together with 


a thumbnail sketch covering place of birth, education, business background, and 
present activities, is included for each director. The booklets were enclosed with 
dividend checks. 





—Dun’s Review 8/45 
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Office Management 


A Streamlined Billing Procedure 


NE of the many techniques for 
O higher efficiency which have 
been developed as a result of 
wartime -personnel and equipment 
shortages is the system-of non-descrip- 
tive skeleton billing, which is adaptable 
to any large-size accounts receivable 
department. The merits of this system 
are readily seen when we compare con- 
ventional billing methods with the new, 
streamlined procedure : 

The most commonly used type of 
bookkeeping machine is a combination 
of an adding machine carrying multiple 
totals and a typewriter. 
operator must be an expert typist with 
at least a flair for balancing figures. 
Records consist of ledger cards, state- 
ments and posting media, usually sales 
invoices, credit memos for returned 
merchandise or price adjustments, and 
cash payment memoranda. Posting 
media reach the billing department each 
day, and the operator’s daily job con- 
sists of collating the posting media 
with the ledger cards, posting on the 
ledger cards and statements all charges 
or credits, together with a description 
of the goods for which the account is 
being charged or credited. 

If a customer makes one transaction 
per month, this operation is performed 
once monthly. However, if the cus- 
tomer makes three purchases on differ- 
ent days, makes a payment on another 
date, and returns merchandise for 
credit on still another day, the opera- 
tions previously mentioned must be re- 
peated five different times. 

The writing of descriptions of mer- 
chandise purchased or returned neces- 
sitates reading and transcribing in- 
formation from handwritten sales 
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The typical’ 


invoices, etc., which are often illegibly 
written or abbreviated. This time- 
consuming procedure often cannot be 
performed by other than fully experi- 
enced workers. 

The first step toward streamlining 
the billing procedure is the development 
of the “cycle” feature. This simply 
means that customers’ accounts are 
divided into alphabetical segments, each 
of which is billed on a different day of 
the month. For example, accounts of 
customers whose names begin with 
“A” covering transactions from April 
2 to May 1 would be billed and mailed 
to customers on May 4. “B” accounts, 
covering transactions from April 3 to 
May 2 would be billed and mailed to 
customers on the following day, May 
5. The accounts of customers whose 
names begin with “C” would be billed 
on May 6, etc. In this way, billing 
work can be spread over the entire 
month, payments are received evenly, 
and collection work can be distributed 
smoothly during the month. 

A very important advantage of this 
system is that it makes possible so- 
called skeleton billing—i.e., only the 
total of each sales invoice need be read 
and transcribed. The customer re- 
ceives with his statement a copy of the 
posting medium which furnishes the 
description of the merchandise pur- 
chased or returned, and all the details 
necessary for the customer to identify 
the transaction. 

Equipment necessary for this type 
of billing is as follows: 

1. Bookkeeping or posting machines 
having sufficient totals to supply the 
necessary information on both state- 
ment and ledger card. The machines 
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selected should have split platens to 
permit the insertion of both ledger card 
and statement at the same time. 

2. Filing equipment to house credit 
applications, ledger cards, and posting 
media for all active customers. 

3. Photographing equipment con- 
sisting of cameras, film and projectors 
necessary to photograph statements and 
posting media and, for reference pur- 
poses, to project the images of these 
records on a screen. 

4. Stapling equipment to attach 
posting media to the statements before 
they are mailed. 

The principal forms which are used 
in this system are as follows: (1) 
credit application; (2) customer’s 
ledger card; (3) various forms to 
eliminate non-uniform memoranda. 
(These last will deperd upon the in- 
dividual company’s particular require- 
ments. ) 

Preparatory to operating this new 
system, it is necessary to prepare the 
records and file them in proper order. 
Credit applications and ledger cards 
must be headed with customers’ names 
and addresses, which can be done by 
using either addressograph equipment 
or typewriter. Credit information must 
then be transcribed from the old rec- 
ords to the new credit application and 
ledger cards. These cards are then 
filed into the filing equipment in alpha- 
betical order, with the credit applica- 
tion and ledger card forming a filing 
pocket. into which posting media can be 
inserted. 

The ideal time to start the new sys- 
tem is at the end of the month. After 
the billing has been completed for the 
preceding month’s transactions, it is 
necessary to insert the end-of-the- 
month balances on the new ledger cards 
and balance them to the control of ac- 
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counts receivable. When this balance 
has been obtained, the new records are 
ready for use. 

Sales invoices for the first day of the 
month are sorted into alphabetical 
order. Then a total of each alpha- 
betical cycle’s invoices is obtained by 
an adding-machine listing. The total 
of each cycle together with the sales 
invoices listed thereon is then turned 
over to a control clerk. At this point 
a check is made to make sure that all 
the invoices listed are present and cor- 
rectly listed. The control clerk makes 
the proper debit on each cycle control 
for total sales and turns the invoices 
over to the file clerk who has been as- 
signed certain cycles for filing. The 
invoices are filed in each customer’s 
file pocket according to name and 
address. 

Credit memoranda are then sorted in 
the same way, and after the cycle con- 
trols are posted these memoranda are 
filed into the customers’ file pockets, 
The same procedure is followed for 
cash payments and then for any other 
posting media such as journal entries, 
correction memoranda, etc. This pro- 
cedure is continuous and follows the 
same general lines throughout the 
month. 

After the last day’s transactions are 
inserted in the files for any particular 
cycle, the billing operation starts. First 
of all, pre-addressed statements are in- 
serted in the file pocket of each cus- 
tomer who has either a beginning bal- 
ance or at least one transaction record 
in file. Then the files are carried to 
the billing machine, or the billing ma- 
chine is set up at the file. The biller 
then goes through the following pro- 
cedure for each active account : 

1. Removes the statement, ledger 
card, and posting media. 

2. Inserts the statement in the left 
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platen and the ledger card in the right 
platen. 

3. Picks up the previous balance 
from the ledger card; the machine 
prints this balance on the statement and 
automatically shifts to charge column 
on the statement. 

4. Lists all charges in charge column 
and touches tabulation key which shifts 
to cash column. 

5. Lists cash payment in cash pay- 
ment column, and machine automat- 
ically shifts to credit column, 

6. Lists credits (other than cash) 
and touches tabulation key which 
causes the machine to shift to the bal- 
ance column on the statement, print the 
balance, and automatically shift to the 
balance column on the ledger card in 
the right platen (which is stationary), 
prints the balance on the ledger card, 
automatically shifts to cash column on 
ledger card, prints the cash received, 
and prints the total credits on the 
ledger card; the carriage of the ma- 
chine opens. 

7. The operator removes the state- 
ment and places it on top of the posting 
media, removes the ledger card and re- 
files it in the customer’s file. 

This billing operation is carried out 







for each account in the cycle, and then 
the posting media and statements are 
turned over to a proof clerk. The proof 
clerk proves the accuracy of the billing 
by means of a complete listing of the 
media on a plus and minus adding ma- 
chine. The net posting as shown by 
the bookkeeping machine totals is com- 
pared with the net total of the posting 
media. If these two totals agree, then 
the statements and media are given to 
a photographing clerk, who runs them 
through the camera, taking a picture of 
each statement and the posting media 
posted thereto. The statements and 
media then proceed to the mail desk, 
where clerks check the media against 
the statements, staple them to the state- 
ments, and insert the statements in 
window envelopes. The envelopes are 
then machine-stamped and mailed. 
The film is developed, properly cata- 
logued, and remains on file for refer- 
ence by employees or customers when 
necessary. Incidentally, this disposi- 
tion of the posting media conserves 
valuable filing space and provides 
the customer with a very satisfactory 


means of checking his monthly 
accounts receivable statement. By 
Harry R. Epwarps. N. A. C. A. 


Bulletin, July 1, 1945, p. 994:9. 


An Office Methods Program 


clerical services of the office, it 

must apply the engineering ap- 
proach to methods improvements. An 
office methods program can be di- 
vided into five controls, each under the 
direction of, or coordinated by, the 
office methods engineer : 


|: management is fully to utilize the 


1. A control of forms to (a) reduce the 
number of forms in use; (b) repro- 
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duce forms by the most economical 
method; (c) design better forms that 
will require a minimum of labor for 
compilation of data. 

2. A control of reports to simplify and 
reduce the effort now required for the 
compilation of reports. 

3. A study of each clerical job to elimi- 
nate unessential work, simplify pres- 
ent procedures, and improve the flow 
of work. 


4. Training of clerical workers for more 
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constructive thinking about their own 
work. 


5. Making clerical function comparisons 

through the use of ratios. 

As a first step in an office methods 
program, it is important to set up a 
permanent and adequate control of 
forms. This control will produce 
economies by merging forms; by mak- 
ing certain changes in the setup of 
printed forms, thus reducing cost; by 
specifying a quality of paper to fit the 
particular job requirement; by elimi- 
nating the use of more than one color 
of ink on each form; by using white 
paper whenever possible ; by inventory 
reduction through a central control; 
and by group printing so that several 
forms can be printed simultaneously 
from a standard-size commercial sheet, 
thus effecting savings as high as 20 
per cent. In this connection, a precise 
control procedure must be established 
on each form, though at the same time 
the necessary records must be kept at 
a minimum. 

It is important that a centralized, co- 
ordinated control of reports be insti- 
tuted. A survey of reports will prob- 
ably reveal that many reports contain 
unessential information, that data is 
duplicated, or that distribution of cop- 
ies is being made to many individuals 
who no longer need the information. 

Management should request that 
one copy of each report be routed to 
the office methods group. Each copy 
should indicate frequency of issuance, 
number of copies made, and their dis- 
tribution. With this information, the 
need for and actual use of reports can 
be determined and the findings checked 
by questionnaires addressed to recipi- 
ents of reports. 

Important economies can be realized 
through detailed job or position stud- 
ies. To obtain maximum results from 
this portion of the program, it may be 
necessary to reallocate certain duties, 
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set up detailed job descriptions, ana- 
lyze office layout with an eye to better 
efficiency, and solicit suggestions for 
improvements from employees. Here 
are some suggestions for insuring the 
success of the position study program: 


1. A letter should be issued by manage- 
ment to the effect that the person 
who will conduct the study is being 
assigned to work in the office. This 
letter should state that supervisors 
and others are to feel free to contact 
the office methods engineer for help 
in simplifying clerical procedures. 

2. Management should decide where the 
office methods engineer is to initiate 
the study. This initial study should 
not be forced on a supervisor, but the 
advantages of such work should be 
outlined and “sold” to him. 

3. The office methods engineer must at 
all times work closely with the super- 
visor of the department being sur- 
veyed. 

4. In any discussions or reports, the of- 
fice methods engineer should at all 
times give credit to those suggesting 
worthy changes. 

. Before a recommendation is offered, 
all details of an operation must be 
obtained, thoroughly analyzed, and 
reviewed with the individuals con- 
cerned. People in general resent 
changes in any established procedure, 
and it is necessary to demonstrate the 
merits of each change in order to win 
employee acceptance. 

6. Two reports should be issued to indi- 

cate the progress being made: 

a. A monthly progress report for 
management outlining what has 
been accomplished during _ the 
month. 

‘b. A more detailed report, outlining 
present duties and recommenda- 
tions, when the study of a group 
or department is completed. A 
copy should be given the depart- 
ment supervisor. 


un 


It must be kept in mind that there 
are so many variables in office work 
that there is little practical value in 
using detailed time studies for clerical 
jobs. Generally, an estimate of the 
time required for a specific task will 
serve all purposes. 

Another important item is an office 
training program, intended not to train 
personnel to perform specific func- 
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tions but to stimulate constructive 
thinking by the workers. When group 
or desk studies are begun, the clerical 
force should be divided into groups of 
10 to 15 people, and the program must 
be tailor-made to meet varying condi- 
tions. Each session usually consists of 
a talk by the trainer, a discussion pe- 
riod, and a review of any assignments 
given at previous meetings. The ob- 
jectives are to: (1) familiarize the 
clerical personnel with the functions 
of each department; (2) direct think- 
ing along constructive lines; (3) make 
the office personnel more “job-con- 
scious”; (4) standardize office meth- 
ods and procedures where possible; 
(5) assist in developing maximum ef- 
fectiveness of personnel, machines and 
materials; (6) encourage ideas and 
suggestions on office improvements 
and methods ; (7) prepare for the up- 
grading of office personnel. 

The program should consist of 12 to 
15 meetings, each running about 1% 
hours. A reference manual covering 
the subjects listed above should be 
presented by the direct supervisor to 
each employee who attends the meet- 
ings. 

To assist office managers in control- 
ling their organizations, a ratio mea- 
surement should be used. One method 
is to base the ratio on the number of 
clerical-function employees to the bal- 
ance of the total plant roll. Such 


ratios are being used today by several 
plants to indicate where clerical study 
effort can best be directed. These gen- 
eral ratios should be supplemented by 
individual group ratios, the personnel 
being compared with the actual mea- 
surable output of the particular group. 

It should be noted that charts could 
well be used to a greater extent to im- 
prove the control of office and produc- 
tion activities. Office managers and 
accountants invariably employ tabula- 
tions to show results, even though 
charts will indicate trends and progress 
in a simpler form. 

Two other activities are suggested : 
first, an organization study to assign 
definite functional responsibilities ; and 
second, a position-rating study to es- 
tablish correct relationships between 
jobs. 

In summary, to insure an effec- 
tive program the following essentials 
should be emphasized: (1) manage- 
ment must be extremely sympathetic 
and give its active support; (2) per- 
sonnel doing the methods work must 
be the best obtainable; (3) forms and 
reports must be controlled; (4) 
methods activities must be coordi- 
nated ; (5) experience of others should 
be drawn upon. 

By Witu1aM J. WEBER. Executives 
Service Bulletin (Metropolitan Life 
Insurance Company), July, 1945, 
p. 1:3. 


Pay Check Service Provided for Workers 


SERVICE for workers that saves them time, eliminates the possibility of 
lost pay checks, affords an authentic income tax record, and generally 
promotes their peace of mind was recently inaugurated by R. G. Le’lourneau, 


Inc., Peoria, Ill. 


Not unusual for executives, the service consists of sending 


workers’ checks directly to the banks of their choosing, and having them deposited 
in checking accounts. Thus it is made easy for the worker to pay his bills without 
having to take time out to get money orders, to keep all his receipts in one place, 
and generally to control his spending. Workmen’s check stubs are mailed to 
them the same day their pay checks are credited to their bank checking accounts. 
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Personnel 


Women 


Te UNITED STATES is well 
on its way toward becoming a 
nation of double pay-envelope 

families. The best informed prognos- 
ticators estimate that one out of every 
three women over 14 in the America 
of 1950—after all the veterans have 
returned and the nation has settled it- 
self down to a peacetime economy— 
will have a job. Granted, then tlie next 
eight months or so will probably bring 
about extraordinary dislocations in the 
women’s labor force. 

The war merely accelerated the 
long-run peacetime trend toward the 
fuller employment of women and, had 
there been no war, nearly the same 
high figure—estimated at between 16 
and 18 million—would have been 
reached by 1950 anyway. And taken 
into consideration in the prognostica- 
tions is the fact that millions of men 
will be reemployed by American busi- 
ness during the immediate years to 
come. 

Last month the Bureau of the Cen- 
sus reported that the total number of 
women in the U. S. labor force during 
1944 averaged 17,800,000, which rep- 
resented an increase of 4,500,000 over 
the 1940 figure. Now, says the Bu- 
reau, if we hadn’t been at war during 
the four-year period, the normal in- 
crease would have been 1,500,000 
workers, so the net result is that three 
million of the entrants were brought 
into industry through the exigencies of 
war. Approximately one-half of the 
number of war-induced workers on the 
job during 1944 were over 24 years 
old, and the remainder were between 
14 and 24, including about 700,000 
girls who would normally have been 
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at Work 


in school and 800,000 servicemen’s 
wives. Notes the Bureau: Past ree- 
ords show that most persons who leave 
school to go to work are “spoiled” by 
the independence that the pay envelope 
gives them and never return to full- 
time study, so the 700,000 are expected 
to remain in the labor force. But many 
of the older women—particularly those 
who have made genuine home sacri- 
fices for patriotic motives—will leave 
work during the readjustment period 
and, too, withdrawals are likely to be 
particularly heavy among the wives of 
returning servicemen. The impact of 
peace upon the ranks of women in the 
U. S. labor force during the recon- 
version period may be severe, but after 
transition takes place women are ex- 
pected to maintain the same average 
annual increases as were recorded in 
the years before the war. 

To develop a comprehensive picture 
of women’s work, the Carola Woeri- 
shoffer Graduate Department of Social 
Economy and Social Research of Bryn 
Mawr College undertook the task of 
analyzing all current data and author- 
itative opinion relating to the Amer- 
ican woman and World War II. Each 
subject was examined to discover 
whether the long prewar trend had re- 
mained unchanged, or whether it had 
been accelerated or reversed, and what 
is likely to be the postwar direction of 
the trend. 

The war greatly accelerated some 
employment trends of women workers 
and reversed other prewar trends. At 
the close of the first World War, wo- 
men constituted about 20 per cent of the 
working force in manufacturing indus- 
tries, but 10 years later the proportion 
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had risen to 22 per cent, and in 1939 
to approximately 25 per cent. By 
October, 1943, 4,494,000 women were 
working in manufacturing industries. 

The most spectacular development in 
women’s employment during the war 
was in transportation equipment, which 
employed only 1,800 women in Oc- 
tober, 1939, and had mushroomed to 
astaggering 504,300 by October, 1943. 
Less dramatic changes took place in 
non-durable goods industries, with the 
largest numerical change being re- 
corded in chemicals, which increased 
its roster of female employees from 
75,000 to 235,000 between 1941 and 
1943. 

The war expanded greatly the op- 
portunities for women in clerical, sales 
and professional work. While no sta- 
tistical measures of the increased em- 
ployment of women in trade and finance 
were made available for the wartime 
years, the Bryn Mawr researchers 
noted the entrance of women into many 
of the occupations usually held by men 
—as grocery clerks, bank tellers, shoe 
clerks, insurance agents, and the like. 
The number of women employed in the 
nation’s banks increased from 36,000 in 
1932 to 65,000 in 1942, and by 1944 
had reached 130,000, or nearly one-half 
of the nation’s total bank personnel. 

Says the Bryn Mawr study: “A 
surplus of clerical workers seems prob- 
able after the war. It may be expected, 
however, that some men who left cler- 
ical jobs for military service will seek 
other types of work where they can 
utilize mechanical skills acquired dur- 
ing the war. It is likely, furthermore, 
that concerns which used women in 
office jobs for the first time during the 
war may not again discriminate against 
them. The degree of resistance to 
women, and particularly to married 
women, will, however, depend largely 
on the total economic situation and the 
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relation of the labor supply to the de- 
mands of industry.” Thousands of 
women have indicated, through enroll- 
ment in training courses, their inten- 
tions to hold their war-won jobs in the 
postwar future. 

What’s ahead for women in industry 
and in the professions? Here are the 
predictions of the Bryn Mawr re- 
searchers, by fields of current en- 
deavor : 

Aircraft (which in 1944 had its 
recruitment of women workers acceler- 
ated to 100 times the pre-Pearl Harbor 
rate )—continuation, though in smaller 
numbers. 

Electrical Machinery—will continue 
in large numbers. 

Automotive—will continue in larger 
numbers than prewar. 

Shipbuilding—will not survive the 
war. 

Agriculture—long-run decline ot 
women farm laborers will continue. 

Transportation—women will con- 
tinue in lighter jobs and as ticket 
sellers, but will vanish as conductors, 
operators, etc. 

Federal Government—sharp imme- 
diate decline in women workers, but 
long-run trend of increased numbers 
will continue. 

Nursing—expansion because of vet- 
erans’ hospital and public health pro- 
grams. 

Teaching (a shortage of 80,000 in 
1943 )—continued decline, unless there 
are expanded public-service and higher- 
education programs. 

Social Work—greater demand than 
ever before. 

Men’s Professions—future uncer- 
tain. Returning veterans probably will 
displace women. 

Executives, Private—more women 
holding bank jobs. Other executive 
positions less certain. 

Executives, Public—no woman now 
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has a position in any war agency in 
which she holds full responsibility and 
full title. Thus the leadership of peace 
agencies will also remain with men. 
There were 5,353,246 families in 
1940 in which the woman was sole 
head. How greatly the figure in- 
creased during the war is not fully 
known and, hence, the future cannot 
be accurately predicted. But these facts 
portend the volume of women’s wages 
and the size of the double pay-envelope 





to come: Except in case of serious eco- 
nomic disturbance, the Bryn Mawr 
study foresees more than 16 million 
women at work or seeking work by 
1950. And present indications are that 
about one-third will provide the entire 
income for their families, while 50 per 
cent—the “double-envelope group’— 
will contribute more than half their 
support. By PARKER JAMES. Adver- 
tising & Selling, September, 1945, p. 
40: 5. 


A “Five-Year” Profit-Sharing Plan 


By RUSSELL 


"Ten ts management in gen- 
eral has had long experience 
with profit- sharing, there is still 
little agreement as to the basis and 
operation of such plans. Over the 
years the term has been used loosely 
to cover a diversity of schemes, but in 
a more restricted sense profit sharing 
has been defined as a voluntary agree- 
ment under which an employee re- 
ceives a share, fixed beforehand, in the 
company’s profits. Under this in- 
terpretation, there is a specific rela- 
tionship between the profits of an 
undertaking and the amount to be dis- 
tributed ; and the relationship is made 
known in advance to the employees. 
It is this form of profit sharing that 
has been in operation for the past five 
years in the organization of the 
Bergen Evening Record. 

Some years ago the publisher, John 
Borg, acquired this newspaper when it 
was wavering between solvency and 
bankruptcy. About five years later, 
under the impulse of a series of dis- 
cordant conditions within the organi- 
zation, he made it his personal busi- 
ness to ascertain the pay of every staff 


L. BINDER* 


member and to familiarize himself 
with the duties of each job. This 
study revealed a disparity between the 
pay of the “white collar’ employees 
and those in the mechanical depart- 
ments, and the conclusion was reached 
that the clerical staff, including re 
porters, editors, advertising men and 
stenographers, considering their con- 
tributions to the organization and the 
hours actually worked, were under- 
paid. Accordingly, to give everyone 
a square deal and to bring about bet- 
ter relationships between employer 
and employees, a profit-sharing scheme 
known as the “Five-Year Plan” was 
developed. 

In printed form the plan was pre- 
sented to each of the 130 full-time em- 
ployees for acceptance or rejection. 
Each acceptance was recorded by sig- 
nature of the employee on a master 
agreement, the signer being presented 
with a copy of the plan. All but five 
accepted. As a matter of fact, all em- 
ployees were included in the arrange- 
ment, which became effective on Janu- 
ary 2, 1940. Since that time all new- 
comers have been permitted to partici- 


* Business Manager, Bergen Evening Record, Hackensack, N. J. 
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pate. Those with less than one year’s 
service at the time of distribution of 
profits—the middle of June and the 
middle of December—receive a share 
on the basis of four days per month. 

In determining the extent of par- 
ticipation, length of service is not a 
consideration, other than as _ stated. 
Also, contrary to usual practice, abil- 
ity, position and rate of pay are not 
regarded as factors. 

Net earnings are determined by de- 
ducting operating expenses, including 
depreciation and all forms of taxation, 
from operating revenues, both from 
advertising and circulation. When the 
net earnings have been determined, the 
shareholders are entitled to a 6 per 
cent dividend on their net invested 
capital The remaining profits are 
then divided into three parts: one- 
third is credited to the corporate sur- 
plus account; one-third becomes an 
extra dividend to stockholders; and 
the remaining third is prorated among 
the employees as a salary dividend. 

Following acceptance of the Five- 
Year Plan, no further increases were 
made in the salaries of administrative 
or executive personnel, nor were in- 
creases granted in basic salaries in any 
department except in the case of per- 
sons who had not yet attained the base 
alary standards. 

The plan made it plainly apparent 
that the more money the paper made, 
the more each employee would profit. 
Should the newspaper’s business suf- 
fer a setback and profits decrease or 
disappear entirely, the fairness of the 
plan would become evident. Should it 
become necessary to make a general 
slary reduction, it would apply pro- 
portionately to every employee alike, 
from publisher to office boy. The plan 
contemplates “good” and “bad” busi- 
ness alike. 


If annual advertising volume should 
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exceed seven million lines, a general 
salary increase of 10 per cent would 
become effective. Should it exceed 
eight million lines, another 10 per cent 
increase would become effective. On 
the other hand, should advertising vol- 
ume fall below five million lines, a sal- 
ary reduction of 10 per cent would be 
made, with an additional 10 per cent 
cut if the volume should fall below 
four million lines. Thus employees, 
willing to share in operating profits, 
were called upon to share in operating 
reverses should they occur. 

In the first year of operation, each 
employee received a salary dividend of 
one week’s pay, while the owners 
earned 5.8 per cent on their net in- 
vested capital; in the second year, the 
employees’ salary dividend was two 
weeks’ pay, while the owners earned 
7.1 per cent; for the third year, the 
salary dividend was three weeks’ pay, 
and the owners received 5.8 per cent; 
the fourth year the dividend was eight 
weeks’ pay, with the owners receiving 
5.9 per cent; the fifth year, the divi- 
dend was again eight weeks’ pay, while 
the owners received 7.4 per cent. 


The second five-year period began 
on January 2, 1945, and the extended 
plan was endorsed by 100 per cent 
of the full-time employees. Several 
changes were made, each one favor- 
able to the individual participants. 


Under the extended plan, a general 
salary increase of 10 per cent becomes 
effective when annual advertising vol- 
ume exceeds six million lines (seven 
million originally) and another 10 per 
cent increase is granted when it ex- 
ceeds seven million lines (eight million 
originally). A 10 per cent reduction 
in salaries may become effective should 
annual advertising volume fall below 
four million lines (five million origi- 
nally), and another 10 per cent reduc- 
tion may be made if advertising vol- 
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ume falls below three million lines 
(four million originally). 

Should net profits under the ex- 
tended plan exceed the stated 6 per 
cent on net capital investment, then 50 
per cent of that amount (33 per cent 
originally) will be prorated among the 
employees. 

The results of the plan have sur- 
passed expectations. The morale of 
the organization has improved, em- 
ployees are more interested in their 
jobs, suggestions are made without the 
formality of a suggestion system, and, 
all in all, the staff works together as a 
team. 





Another organization practice, con- 
sidered unique, involves working 
hours, which are more or less flexible. 
While there is strict adherence t 
starting times, employees are permit. 
ted to leave the plant as soon as their 
work for the day is finished. It is the 
management’s belief that if it cannot 
or does not keep employees fully ocet- 
pied, there is no point in retaining 
them on the job until quitting tim 
with nothing to do. Although this ar- 
rangement conceivably would not hk 
feasible in a large organization, the 
results are satisfactory within this 
smaller group. 





Finding Postwar Jobs for War Workers 


HE end of the war brings indus- 
| try face to face with the inev- 
itable problem of absorbing war 
workers in peacetime production op- 
erations. In the aircraft industry 
alone—which ranked fourteenth in size 
in 1940 and became our largest single 
industry at the war’s end—it is esti- 
mated that labor requirements may 
shrink to less than 20 per cent of the 
peak figure. Recognizing the gravity 
of this situation, Northrop Aircraft, of 
Hawthorne, Calif., has already put into 
action its plan for helping war workers 
relocate in new jobs. 

The Northrop job plan is a sim- 
ple, direct and relatively inexpensive 
scheme for bringing prospective em- 
ployers and employees together as 
quickly as possible. The company has 
undertaken to collect and preserve, in 
readily usable form, three kinds of in- 
formation: (1) personal data on every 
worker, including an inventory of 
skills; (2) names of businesses that 
may need more help in the postwar 
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period, and the specific skills each may 
require; (3) a similar list of projected 
new businesses. 

For every employee, including those 
on military leave of absence, a simple 
record form has been compiled, anda 
similar form is completed for each new 
employee hired. This information has 
been punch-coded on individual tabu- 
lating cards. The usual identification 
and family data are included, as well as 
the type of work done at Northrop— 
the code designation for the latter 
being the job code designation of the 
Southern California aircraft industry. 

Special information includes a re- 
ord of primary and secondary skills 
and of specific prewar employment. 
Standard job code designations of the 
U. S. Employment Service are used 
for this purpose. If an employee has 
no skill other than that required by his 
work assignment at Northrop, this fact 
is indicated. Nine rather broad classi- 
fications of physical defects have been 
established, and the proper code nun 
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ber is entered when applicable. An 
alphabetical list of states of the United 
States, coded 1 to 48, is used to indi- 
cate the employee’s prewar residence. 
Provision is made for noting the work- 
ers wishes as to residence and em- 
ployment. 

The use of tabulating cards makes 
possible a prompt location of the par- 
ticular skills being sought by peace- 
time employers. From the entire file 
of roughly 8,000 cards mechanical 
sorting machines can in a short time 
select any required skill or other coded 
qualification. This means that North- 
rop can furnish a list of skilled em- 
ployees to a prospective employer in a 
matter of minutes. Provision is being 
made for employment representatives 
of interested firms to interview “sur- 
plus” Northrop employees. 

Through cooperation with other 
manufacturers, trade groups, and 
chambers of commerce, Northrop is 
gathering and will maintain an inven- 
tory of postwar job opportunities. A 
questionnaire is being used on which 
potential employers are asked to indi- 
cate their postwar needs by furnishing 
the following information: type of 
business, nature of article produced, 
number of job openings and number 
needed in each job classification. Po- 
tential employers are also asked 
whether they are interested in hir- 
ing excess Northrop personnel, and 
whether they wish to deal directly with 
Northrop in effecting such transfers. 
Finally, their reactions to this plan for 
postwar employment are solicited. By 
similar means, contact is being main- 
tained with those who plan to start 


new enterprises, particularly in nearby 
localities. 

It is difficult to predict the specific 
number of workers who will avail 
themselves of the assistance that is 
being offered. Many workers are ex- 
pected to return to their peacetime ac- 
tivities. However, a significantly large 
number of them, both men and women, 
never before engaged in factory work, 
have indicated that they wish to con- 
tinue in this type of employment— 
that they now think of themselves as 
factory workers. 

To indicate the possible magnitude 
of this problem, it has been computed 
at Northrop that about 1,800 persons 
will be available for and interested in 
other jobs; and that many others, 
whose prewar employment was selling 
or work in service industries, are in- 
terested in returning to their former 
work but may need assistance in doing 
so. This estimate is based on the as- 
sumption that the company will revert 
to its prewar employment level of 
2,500. 

Similar conditions will probably pre- 
vail in many other “factory” industries. 
Undoubtedly the potential employable 
factory labor force is greater now than 
ever before. Correspondingly greater 
and more efficient employment of these 
people must be provided. If industry 
can work together in peace as it has 
so magnificently during the war, such 
employment can be provided and 
America will be well on its way toward 
better living in a better world. By La 
Morte T. Conv. Factory Manage- 
ment and Maintenance, June, 1945, 
p. 113: 2. 





® THE VETERAN returning to Servel, Inc., receives an honorable discharge 
case of brown leather, with space for discharge papers, ribbons and awards. His 


name is stamped in gold on the cover. 


—The Conference Board Management Record 5/45 
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of the epileptics in this country 

are physically and mentally ca- 
pable of accepting employment.. About 
80 per cent of them are gainfully em- 
ployed. Unfortunately, however, be- 
cause of pu.lic attitude concerning «he 
disavility and employers’ iears o. laws 
regarding compensation, they generally 
have been impelled to conceal the pres- 
ence of their disorder in order to secure 
employment. By this concealment, 
many of the workers in performing 
tiir ‘asks enlJange’ thems Ives or 
he > co-w_ rkers. 


A PPROXIMATELY 80 per cent 


lps is no. ai unco..mon con- 

i it ha. been estimated tha: o e 
-l udreihs of the povula ion is a - 

e ted y the dissase. Some cases a e 
definitely traced to brain injuries, and 
war casualties may therefore appre- 


ciably increase the incidence of 
pilepsy. 
The s-izure of ep lepsy can be de- 


scribcd as a loss of consciousness which 
may or may not be accompanied by 
convulsions. About one-half of the 
patients sense signals of oncoming 
seizures such as slight giddiness and 
indigestion. Prior to an attack, the 
individual may be irritable and appear 
pale and wan. 

Prevention of epileptic seizures is 
important, and medication is now 
available which can control attacks in 
the majority of cases. The security 
of a wisely chosen job is appreciably 
effective in increasing the efficiency of 
the epileptic. One authority states that 
if the epileptic is carefully and success- 
fully treated he is quite able to with- 
stand the many problems of social, 
economic and industrial competition 
which might otherwise aggravate his 
condition. Physical fitness is essential. 
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The factors determining the safety - 





Should Epileptics Be Employed? 


of epileptic employees are not compli- 
cated. It is reported that about 50 
per cent of epileptics are controlled 
cases, entirely free from seizures, and 
therefore present no unusual employ- 
ment problems. Persons who have 
irequent epileptic seizures, however, 
should not be assigned to work at 
heights, around moving unprotected 
machinery, or at jobs in which they 
might be subjected to burns or other 
like casualties. They should not be 
placed on jobs in which their lives or 
those of their co-workers might be en- 
dangered should seizures occur. In- 
formation on the employment of 
-pileptics can be obtained from the 
National Association to Control Epi- 
l_psy, New York City. 

It is important that the department 
head know the type and frequency of 
the employee’s seizures, clearly under- 
stand all factors of his placement, and 
observe conditions of his employment. 

Jne case in which the supervisor 
iailed to appreciate the directives of 
the company’s medical department for 
an epileptic resulted in an injury which 
could have been prevented if the patient 
had not been subjected to altitude and 
work around moving machinery. To 
acquaint supervisors with the signifi- 
cance of principles involved in these 
cases, some employers are including 
discussion of the selective placement of 
epileptics in their supervisory training 
programs. 

When co-workers are acquainted 
with the facts related to epileptic seiz- 
ures, some companies employing these 
persons report that there is no confu- 
sion when attacks occur. One or two 
employees in the department are 
usually held responsible for giving 
first aid in these cases, By Erne M. 
Spears. The Conference Board Man- 
agement Record, July, 1945, p. 179:2. 
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Employee Plan Pays Doctor Bills and Hospital Costs 


O NE of the most complete plans for medical insurance conceived to date by 
private industry is now in effect among the 1,600 employees of Hoffmann-La 
Roche, Inc.; Nutley, New Jersey. In addition to reimbursing employees against 
costs of physicians’ consultations and treatments at home, hospital or in the 
doctor’s office, the plan provides coverage against hospital, surgical and obstetrical 
expenses of both employees and their dependents, with full cost borne by the 
company. Every full-time employee on the payroll’as of January 1 is covered. 
All employees, regardless of position or salary, receive the same liberal benefits. 

Reimbursement for doctor bills connected with sickness or injuries not coming 
within the scope of workmen compensation laws begins with the very first visit 
to the doctor, provided the employee is unable to perform the duties of his or her 
occupation and is absent from work. The reimbursement is to the extent of 
$3 per visit in the employee’s home or at a hospital, and $2 for consultation or 
treatment in a physician’s office. This is paid up to a maximum of $75 for treat- 
ment during any single continuous period of disability. Employees 60 years of 
age or over are limited to a $75 maximum benefit during any calendar year, since 
the normal retirement age for employees of the company is 60 in the case of 
women and 65 for men. After an employee returns to work following an absence 
of seven days or more, reimbursement is also provided for up to three calls for 
physician’s treatment which may be necessary as a result of the specific disability 
during the next 31 days. 

Against expenses for hospitalization and surgical fees, the plan provides a 
daily hospital benefit of $6 for both employees and their dependents, plus an 
additional $60 maximum for other charges made by the hospital. The daily 
benefit is paid up to a maximum of 31 days for any one disability, with no limit 
on the number of disabilities or on the total days of hospitalization in any year. 
In maternity cases the $6 benefit is paid up to 10 days for employees’ wives and 


14 days for female employees. 
—American Business 6/45 


Industrial Concentration of Employment 


HE requirements of war production and the armed services have produced 

marked changes in the total number of business enterprises and in the relative 
importance of large and small-sized firms. Before the war approximately 8,000,000 
employees and over 2,000,000 business men depended for a livelihood upon firms 
with fewer than 50 employees. In 1939 these small organizations employed 
roughly one-third of the wage and salary earners in all industries other than agri- 
culture, government and the railroads. The smallest firms—those employing 1-3 
persons—accounted for 7 per cent of such employment. 

There were 3.9 per cent fewer small firms (1-49 employees) in 1943 than in 
1939. The medium-sized firms (50-999 employees) were only .9 per cent larger 
in number in 1943 than in 1939. However, the number of large firms (employing 
1,000 or more workers) rose in 1943 to 34.9 per cent over the 1939 figure. 

The number of workers employed by organizations in the three major classifi- 
cations described above has shown considerable change during the period 1939- 
1943. The small firms employed 1.7 per cent fewer workers in 1943 than in 1939; 
the number employed by the medium-sized group was 12.4 per cent larger in 
1943 than in 1939; and the number employed by large concerns rose sharply in 
1943 to 94.6 per cent over the 1939 figure. 

The amount of wages paid by employers offers another indication of the 
changing position of large and small business. The relative increase in wages 
differed widely for concerns in different size groups. Total wage payments of 
small concerns rose by 40 per cent. Payments in firms with 50 to 999 employees 
went up 70 per cent, and in the largest organizations payments increased over 200 
per cent. Needless to say, a great part of the rise in wage payments for the 
largest concerns was due to the tremendous increase in the number of people 
employed. However, although the total wage bill followed closely the number of 
employees hired, it was influenced also by wage rates, overtime and decreased 
seasonal and casual unemployment. Even in small concerns, where the number 
of employees has decreased, the total wage bill has gone up. 

—Survey of Current Business 4/45 
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Production Management 


Company Policies on Time Study Procedures 
and Wage Incentives 


HE increased use of incentives 

I in wartime has caused many 

manufacturers to incorporate 
definite policies within the framework 
of company procedures and, in some 
cases, in union contracts, regarding 
method changes, temporary rates, re- 
work operations, salaries of time study 
engineers, and the employment of 
women in time study work. A recent 
survey by the National Industrial 
Conference Board indicates the exis- 
tence of the following policies among 
the 25 concerns responding: 

The respondents reported their poli- 
cies in respect to the following ques- 
tion: If there is a change in method 
on a single element of-an operation, 
is it your practice to retime all ele- 
ments of the operation, or do you re- 
time only the element on which the 
method change has occurred? In 16 
companies, it is a definite policy to re- 
time only the changed element, while 
in four companies the regular proce- 
dure is to retime all elements of the 
operation. One company retimes all 
the elements but limits the change in 
the standard to the extent that the in- 
dividual element has been changed. In 
the remaining four companies the prac- 
tice varies, depending upon the job. If 
only one element has been changed, and 
the rest of the job is not affected, these 
four companies generally retime the 
changed portion of the job only; 
where changing an element of the job 
affects other operations, however, the 
entire job is retimed. 

Another question regarding policy 
on method changes was: Do you fol- 
low any rule to the effect that a method 
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change must affect at least a certain 
percentage of the total time of the op- 
eration cycle before the production 
standard can be revised? Only three 
of the 25 companies gave an affirmative 
answer, while 22 companies stated defi- 
nitely that no rule of this kind is fol- 
lowed. 

Relating to temporary rates, an 
agreement between an AFL union and 
a Chicago foundry contains the follow- 
ing provision: 

“Temporary piecework rates may be 
set by a superintendent where no 
standard rate has been set. It is also 
mutually agreed that the shop steward 
may ask for a temporary rate, which, 
if refused, may be made the subject 
of a grievance. The steward must be 
notified of all such temporary rates and 
of the reason for their use. Standard 
rates shall be set in such jobs as quickly 
as possible.” 

Many companies avoid the use of 
temporary incentive standards even 
though it is sometimes difficult to es- 
tablish permanent standards when jobs 
are changed and new operators are 
being trained. However, of 25 com- 
panies reporting their practices on this 
question, only seven stated that there 
was a definite rule about the length of 
time a temporary standard could re- 
main in effect. 

It has been general practice in the 
past to require that incentive workers 
repair rejected parts on their own time 
whenever the rejects could be properly 
allocated to those at fault. There ap- 
pears to be some modification in this 
policy today, but on the basis of a spot 
check of company policy the majority 
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of companies still have a policy, at 
least in theory, of holding the worker 
responsible for rework operations 
without further payment. Actual prac- 
tice in this respect seems to be some- 
what affected by the war emergency. 
The following is a breakdown of 2+4 


cent of the salary paid by the company 
to foremen at comparable levels. The 
highest salary listed by any responding 
company was $115 per week, repre- 
senting the maximum rate for a senior 
methods engineer responsible for a de-. 
partment. This salary is comparable to 


tain companies’ answers on this question: that of a division superintendent in the 
ii rework done by worker at own ex- same company. In most cases rates 
tion pense, 9 companies; rework paid for paid to time study men were slightly 
hree entirely by company, 5 companies; below or comparable to the salaries of 
tive worker paid for rework on straight- foremen. 
defi- time basis at base rate, 4 companies ; Although some companies have em- 
fol- company pays for rework at “average ployed women as time study observers 
earnings” rate, 3 companies; rework for the first time during the war, the 
= done by worker on own time unless his practice does not appear to have be- 
and earnings fall below guaranteed mini- come very widespread. Of the 25 re- 
low- mum rate, 1 company; bonus deducted sponding companies, 22 do not employ 
on rejected parts, 1 company; company women for this type of work. In two 
y be absorbs the loss except in cases of of these companies the idea had been 
m gross negligence, 1 company. tried and was discontinued because (1) 
also In view of the importance of the the women were too easily influenced 
vard work of the time study engineer, the by workers, (2) older employees tend 
Lich, prevailing salary range for experienced to take advantage of their lack of ex- 
ject men in this type of work is of consid- perience, and (3) they require exces- 
t be erable interest, The close relationship sive supervision on this type of job. 
and between time study engineers and fore- One company does not employ women 
lard men raises the question of how their as full-fledged time study observers but 
ckly salaries compare at similar levels of has successfully assigned to them the 
responsibility. Of 22 companies fur- detailed calculations on time studies, 
> of nishing information on this question, thus relieving the time study engineers 
7 the majority pay their time study men of much of their routine work. By 
‘ ee salaries within the range of $40 to $70 E.S. Hornine. Studies in Personnel 
Jos per week. The lowest rate paid was Policy No. 68, National Industrial 
sik $.75-$1.25 per hour, or about 80 per Conference Board, Inc., p. 4:3. 
‘om- 
this . 
here Aircraft Workers Get a Lift from Vitamins 
h of 
re- EASURABLE gains in production, with reduced absenteeism and turnover, 
are reported as results of the one-year vitamin-mineral feeding experiment 
carried out at the Lockheed aircraft plant in Burbank, California. 
the Estimates by scientists of the California Institute of Technology, who con- 
ducted the research, revealed an over-all gain of 10.5 working days per man per 
kers year, the equivalent of 4.1 per cent manpower. Of this gain, 62.9 per cent was 
time better work performance, 21.6 per cent reduced absenteeism, 15.5 per cent reduced 
turnover. 
erly A group of volunteers was selected, given a thorough medical examination 
ap- and three months’ observation, then put on a supplement of capsules and pills 
this twice a day, while working five days a week. The favorable psychological effect 
showed up early, then waned; but the physiological effect built up slowly for four 
spot to six months, and persisted. é 
rity —Business Week 8/25/45 
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ECAUSE color is one of the 
B newest trends in industry, a 

good many plant managers are 
planning to jump on the color band- 
wagon—and forgetting to look before 
they leap. Others, without looking at 
all, dismiss color as a passing fancy. 
Both are losing out on a chance to cut 
employee fatigue, increase working ef- 
ficiency, encourage good housekeeping, 
reduce accidents, and increase sales. 
This is not mere theory. Color- 
contrast painting of the industrial 
plant has had some amazing results: 

At the Philadelphia Electric Co., for 
example, machine-shop workers com- 
plained of headaches, refused to work 
overtime despite pay inducements. 
Then, without any other changes, the 
plant was converted from a dull black- 
and-white to a planned color scheme. 
And employees not only agreed to 
work overtime, but declared that they 
felt better after 10 hours in their new 
surroundings than they had after eight 
hours in the old. ; 

A factory in Detroit reports a 25 
per cent increase in production after 
planned color was adopted. A Tulsa 
manufacturer attributes a 20 per cent 
decrease in accidents entirely to a new 
painting program. 

No plant manager can afford to ig- 
nore such statements. But splashing 
walls and machines with the first color 
that comes to hand is more likely to 
send accident rates skyrocketing than 
to increase production. To secure the 
desired results, factory color schemes 
must be carefully planned on the basis 
of the principles of color application. 

Tirst, the plant color scheme must 
be designed to increase “see-ability.” 
The large majority of industrial plants 
today are far too dull and dark for 
efficient seeing. Color plays an im- 
portant part in the reflection of light. 
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Planned Color for Plant Savings 


It is possible, for example, to increase 
usable light in a room more than 200 
per cent by using white paint instead 
of black. However, white paint is 
hard to keep clean, and its high reflec- 
tive value may cause glare. Further, 
dead white is quite as monotonous as 
dead black. 

No single color scheme can be ap- 
plied to every plant because no two 
plants are alike in machinery, layout 
and lighting. Some will need rela- 
tively dark over-all colors; others can 
use lighter shades. Textile plants must 
have gloss finishes even on upper walls 
to keep lint from sticking to them, 
while almost all other plants can afford 
to use a light-diffusing flat or eggshell 
paint. Dairies and other food-process- 
ing plants are generally restricted to 
white or light green by public opinion, 
while metalworking plants can employ 
a wider variety of colors. 

Five guiding color principles apply 
to the major sections of all manufac- 
turing plants: 

1. Ceilings which are outside the 
direct line of vision can usually be 
painted white, light ivory, or cream. 
In fact, they should be as bright as pos- 
sible to take advantage of light reflec- 
tion. Glare is not a factor here, since 
most workers don’t look at the ceiling. 
In some cases, blue has been recom- 
mended for ceilings, but even this tint 
cuts out so much light that there’s con- 
siderable question as to whether its 
advantages outweigh its disadvantages. 

2. Upper walls, too, should be 
light, but may be tinted with buff, 
blue, green, cream or peach. 

3. It is generally advisable to paint 
the body of machines and the lower 
walls of a somewhat darker shade for 
practical reasons. They should not be 
dark gray or black. A medium green 
or gray that reflects 20 to 40 per cent 
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of the light that falls.on it is generally 
satisfactory, though in some cases an 
even lighter shade is recommended. 

4. In the immediate working area— 
benches, moving parts of machines, 
and the like—a buff, green or gray with 
alight reflectance of 50 to 70 per cent 
has been found ‘most satisfactory. 
These colors are not so bright that they 
introduce glare, yet they’re light 
enough to contribute materially to 
lighting the work area. 

5. Floors are among the most neg- 
lected parts of any factory, yet they 
can be important boosters of light. 
Many aircraft plants are using white 
floors because they reflect light on the 
underside of plane wings and make it 
easier to work. Even machine shops, 
where oil drips, can use stippled brown- 
and-white floors in place of black 
for increased light reflection. Often, 
where it’s impossible to paint floors, 
colored cement can be used. 

Merely painting walls, ceilings, 
floors and machines isn’t enough. 
Lockers, file cabinets and other large 
objects take up a lot of wall and floor 
space and may almost cancel out the 
effect of light floors and walls if they’re 
in the traditional olive drab. True, 
these objects may get fingermarked 
when painted light green or tan, but 
dark gray circles around handles and 
locks overcome that objection and still 
leave much of the unit to be painted 
in light wall colors. 

Furthermore, even a very dirty light 
surface gives more light than a clean 
dark one, and light colors encourage 
good housekeeping and result in a 
cleaner, more attractive plant. This 
alone may make color-contrast paint- 
ing worthwhile for, when plant tours 
for prospective customers are again 
permitted, a good-looking plant will 
be a big point in your favor and may 
help clinch sales. 

Another extra dividend of plant 
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painting is the fact that it shows up 
forgotten junk heaps and scrapped ma- 
terial. One company “found” several 
machines and a good deal of usable 
stock when light colors eliminated dark 
corners and cluttered-up storerooms 
where they had gradually accumulated. 

Bright colors may seem very attrac- 
tive on a color card, but they have no 
place in manufacturing areas except 
where absolutely necessary to attract 
attention to safety equipment, danger- 
ous moving parts, and physical haz- 
ards.. Because they do attract atten- 
tion, too many splashes of color will 
keep the employee from concentrating 
on his job, and defeat the purpose of 
planned painting. And the brighter 
a color is, the sooner it becomes mo- 
notonous and fatiguing. 

Adoption of color codes in a plant 
means that employees must be trained 
to recognize the meaning of each color, 
and to act upon its message. If colors 
are applied too profusely and have 
more than one meaning, they may lead 
to confusion or even become danger- 
ous. If, for example, red squares are 
painted behind fire extinguishers (as 
recommended in one color code), and, 
at the same time, switch boxes are 
painted red too, employees are likely to 
run for the switch boxes instead of the 
extinguishers in the excitement of a 
fire. 

Before you go “all out” on color, in- 
vestigate the color systems that have 
been developed, and find out what they 
can do for your plant. Assign the 
job of investigation to someone who 
really knows plant operations—per- 
haps the maintenance chief or safety 
engineer. Suggest that he study the 
available color systems thoroughly and 
then work out a plan, following the 
basic rules of color engineering, that 
will be tailor-made to your needs. 
Modern Industry, July 15, 1945, p. 
33:7. 
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How to Work Toward 


OST plants can do much to 
regularize employment. On 
the basis of a study covering 


183 companies, the National Associa- 
tion of Manufacturers sets forth a list 
of things that will help to cut down lay- 


offs. 


The following items are taken 


from that list: 


1. 


F 


Non Fw 


NOX wk wo No 


PropucTioNn PLANNING 


Forecast of sales volume based on 
a company’s past records—careful 
study of the long-term trends in the 
individual  2mpany joined with the 
consideration of current business 
conditions. 

Close coordination of manufacturing, 
sales, advertising and warehousing 
departments. 


. Periodic review and checkup of sales 


estimates and business conditions. 
Scientific production and inventory 
control. 


. Scientific budget control. 


Study of warehousing problems. 
Manufacturing for stock in slack 
seasons. 


DISTRIBUTION 


Stimulation of off-season business. 
Special discounts for slack-season 
orders. 


. Special sales campaigns to induce 


spreading the year’s business. 
Future billing for early deliveries. 


. Introduction of new models during 


dull seasons. 
Use of advertising to change buying 
habits. 


. Advertising campaigns to develop 


new uses for old products. 


PERSONNEL 


. Forecast of personnel requirements 


DON DW 


10. 


So PND wp 





Stabilization 


in relation to estimated sales volume 
and production budget. 

Training of employees for greater 
versatility. 

Departmental interchange of workers 
to dovetail busy and slack periods. 
Use of “special squadrons” to carry 
peak production loads in different de- 
partments on a rotating basis. 
Work-sharing. 

Flexible workweek. 


. Placing key people on a salary basis. 
. Specialized groups of workers re- 


tained in off seasons at lower wage 
rates to do miscellaneous plant work. 


. Control of hiring—“holding down” 


labor turnover by avoiding produc- 
tion peaks. 

Averaging of work-hours—a method 
now subject to restrictions of the 
federal Wage-Hour Act but practiced 
effectively within the limits allowed 
by certain legitimate circumventions, 


MANAGEMENT 


. Use of scientific management tech- 


niques. 


Diversification of products season- 


ally. 


. Development of new products—the 


attempt to develop a greater volume 
of stock items to offset seasonal 
made-to-order business. 


. Improvement of old products. 
. Simplification of products manufac- 


tured. 


. Elimination of old seasonal products. 
. Work held in abeyance for slack 


seasons. 
Plant maintenance and repair work 
also held for dull seasons. 


. Closed-down vacaticn periods to ob- 


viate hiring of extra workers for 
short period substitutions. 


Factory Management and Mainte- 
nance, July, 1945, p. 85:1. 


Job Hunters Aided 


ACED with the necessity of cutbacks in personnel, Douglas Aircraft Co., 
Inc., Santa Monica, Calif., has begun an experiment in placement of executive 


and administrative employees in jobs with other companies. 

Demobilization of this personnel is being aided at Douglas by an inter-company 
employee referral plan which works like this: Douglas circularizes major national 
business and manufacturing concerns, particularly those ready to resume (or 
expand) operations, inviting them to file with Douglas information concerning 
jobs available for experienced administrators and other pertinent data. Douglas 
will attempt to refer to the companies employees who will fill requirements and 


who are due to be released by the aircraft producer. 
outside company and the recommended employee. 





The rest is left up to the 
—Business Week 8/25/45 
The Management Review 
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Manufacturers 


OW does the everybody-selling- 
everything trend in retailing 


affect manufacturers? In the 
sense that manufacturers will enjoy 
increased opportunity for the distribu- 
tion of their goods, the increasing 
diversification of retailers’ lines is a 
favorable development. However, it is 
axiomatic that the more items a store 
offers, the less attention it can give to 
each of them. When all stores have 
pretty much the same goods and com- 
pete with one another on such goods, it 
is almost inevitable that their merchan- 
dising will degenerate into we-have-it- 
too selling. 

What manufacturers are doing or 
planning to do, in the main, is to adjust 
themselves to this latest species of re- 
tailing and to figure out ways to insure 
that their goods are properly repre- 
sented in the conglomerate retail world 
of today. These methods are discussed 
here under 16 classifications. 

1. Diversification: A Dun & Brad- 
street survey indicates that 37 per cent 
of all manufacturers plan to add new 
products after the war. Significant as 
this finding is, it gives no idea of the 
compass of the expansion that is tak- 
ing place. Not only are manufacturers 
adding new products and entirely new 
lines, but also in numerous cases they 
are invading fields that are foreign to 
their original business. 

There are many reasons why manu- 
facturers are diversifying their lines. 
This movement forces such manufac- 
turers to seek their markets through 
many avenues of distribution, both to 
the consumer and to industry. They 
are not dependent entirely on the co- 
operation of a selling-everything type 


October, 1945 


Face the Peace 


of store. And they are in a better 
bargaining position to deal with big 
retail organizations than is the one- 
product manufacturer. 

2. Distributorships: The “distribu- 
tor” is a factor that is coming into in- 
creasing popularity and will be widely 
used in the years ahead. Usually the 
distributor covers a small territory and 
is set up to give glorified service to his 
retail accounts. His advantage to the 
manufacturer is the watchful care he 
is able to give his trade and the super- 
vision and control he is able to exercise 
over local conditions, such, for ex- 
ample, as may grow out of the every- 
body-selling-everything situation. 

3. The Jobber: Count in this old 
friend heavily on postwar marketing. 
The jobber, in several fields, is stream- 
lining. He is cutting down the size of 
his lines and is covering much smaller 
territories. Also he is having his sales- 
men do more specializing. In some 
cases full-line salesmen are supple- 
mented with specialty salesmen. With 
this setup, the jobber feels that he is 
so close to his customers that he is 
able to hold their cooperation for the 
manufacturers he represents. 

4. Buying Groups: Cooperative 
buying among retailers is very much 
on the upgrade. There are a number 
of types, such as the retailer-owned 
wholesale house, the wholesaler-con- 
trolled chain, the independent volun- 
tary chain, etc. Some of these are 
highly successful organizations and 
offer the manufacturer a chance to get 
his goods into member stores on a 
semi-exclusive basis. 

5. Selling Direct: There is al- 
ways a certain amount of switching 
back and forth from direct selling to 
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selling through wholesalers, and vice 
versa. A few big manufacturers at the 
moment are going direct or through 
their own wholly-owned distributors. 
The reason is that they feel the every- 
body-selling-everything crisis demands 
their direct dealing with the situation. 

6. High-Spot Distribution: Many 
manufacturers have in the past been 
satisfied to get a nucleus of national re- 
tail distribution on a high-spot basis. 
That is, they lined up two or three 
hundred fine stores stretched across the 
country to handle their products and 
to give them special promotion, which 
the stores were glad to do because of 
the prestige they gain by being able 
to offer the products. This plan will 
be used a lot in the postwar world. It 
is an excellent marketing device to de- 
feat the evils of everybody-selling- 
everything. 

7. Private Brands: The mass re- 
tailing system which prevails demands 
a mass production system to feed it. 
Many manufacturers feel that they are 
not able to attain a sufficiently sizable 
production to keep their prices com- 
petitive by selling their output entirely 
under their own trade-marks. And 
they hesitate to turn their business over 
to private-brand manufacturing, even 
though in that way they could reach 
low-cost production levels. 

So we find a noticeable tendency for 
manufacturers to compromise between 
the two alternatives. A plan that is 
being employed is to divide the esti- 
mated production of a plant into, say, 
50 per cent trade-mark goods and 50 
per cent private brands. Usually the 
private brands are sold on a long-term 
contract to half a dozen mass retailers. 
Care must be exercised that the private- 
brand purchasers never get more than 
the allotted percentage of the plant’s 
output. Too often in the past manu- 
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facturers who tried this plan found that 
the private-brand portion kept edging 
in on the trade-mark output until there 
was no trade-mark business left. Also 
it is important, to make this system 
effective, that the private-brand buyers 
not be given too many favors. If they 
are given disproportionate concessions, 
the trade-marked business may be 
destroyed. 

8. Direct-to-the-Consumer: A 
number of manufacturers still sell 
direct to the consumer and will con- 
tinue to do so. The best-known ex- 
amples are in the household appliance 
field. While selling costs are undoubt- 
edly high under this system, it has the 
decided advantage of being subject to 
the manufacturer’s rigid control. 

9. New Outlets: Despite all the re- 
tail outlets that exist for most lines 
of goods, manufacturers are always 
obliged to create new outlets. The 
Hotpoint Company, for example, has 
already found a new outlet for elec- 
trical household equipment in the per- 
son of the builder. In many cases the 
builder is going to install such equip- 
ment in the new house he puts up and 
will include its cost in the price of the 
house. 

10. Own Stores: Many manufac- 
turers operate their own retail stores, 
through which they market all or part 
of their output. Where this method is 
practicable, there is no better way to 
gain full control of the retailing of 
one’s product. 

11. Own Dealers: These are re- 
tailers whose stores are dominated by 
a certain manufacturer’s line. How- 
ever, these stores are not owned by the 
manufacturer. This kind of store is 
most frequently found in the men’s 
clothing field. 

12. Own Departments: Perfume 
manufacturers, for example, have their 


The Management Review 












own 
with 
sellir 
wort 
thing 
i 

are 
tabli 
“ow 
fum 
cout 

but 
enti 
fact 
of le 
fact 
plat 
1 
pro 
for 
bee 
eve 
me! 
mo 
me 
tail 


nu 





that 
zing 
here 
Also 


tem 
yers 
hey 
ons, 


sell 
on- 


nce 
ibt- 
the 
- to 


nes 
ays 


has 
ec- 
er- 
the 
ip- 
ind 
the 


ew 





own departments in department stores, 
with their own demonstrators doing the 
selling. These manufacturers are not 
worried about everybody-selling-every- 
thing. 

13. Leased Departments: These 
are larger and more pretentious es- 
tablishments than are the average 
“own” departments. An “own” per- 
fume department is a few feet of 
counter space in the perfume section, 
but a “leased” department may be an 
entire section. . The millinery manu- 
facturers are the best-known operators 
of leased departments, but other manu- 
facturers are using them and still others 
plan to do so. 

14. Selective Distribution: This is 
probably the most practical of all plans 
for overcoming the problems that have 
been projected into retailing by the 
everybody-selling-everything develop- 
ment. It can be used successfully by 
more manufacturers than any other 
method. It stands to reason that a re- 
tailer will give more cooperation ‘to a 


product that is not being hawked by 
every store in town. 

15. Advertising: To steer trade- 
marked goods from the manufacturer 
to the consumer through today’s laby- 
rinthine retail channels, advertising is 
absolutely essential. In the long run, 
it is the surest and cheapest way for a 
manufacturer to control his goods 
until they reach consumption. 

16. Cooperation: Finally, there 
should be more contact between manu- 
facturers and retailers, contacts of 
principals with principals. Manufac- 
turers must recognize that the retailer 
has serious problems which can be 
solved only by both manufacturers and 
retailers working together. And the 
manufacturer must be respected not 
only as the maker of goods but as the 
creator of the demand for goods. If 
it were not-for the manufacturer’s de- 
mand-creating function, retailers’ vol- 
ume would greatly shrink. By JoHn 
ALLEN Murpuy. Advertising & Sell- 
ing, September, 1945, p. 37: 4. 


Reconversion Pricing of Manufactured Goods 


[ een its reconversion pricing 
policy, OPA _ recognizes _ that 
prices for some manufactured 

goods will rise, but it minimizes the 

number and magnitude of such in- 
creases. Actually, wage-raw material- 
selling price relationships are currently 
such that increases in many pre-retail 
prices are to be expected, not only in 
industries reconverting to civilian pro- 
duction but also in the soft goods sector 
which continued in production through- 
out the war. 

In the early stages of rearmament 
and continuing until the spring of 
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1942, when General Maximum Price 
Regulation went into effect, manufac- 
turers were in a position to absorb cost 
increases. Although dollar costs rose 
throughout this period, they were more 
than offset by greater volume and 
higher selling prices. Raw-material 
prices, straight-time average hourly 
earnings, and finished-product prices 
all moved upward until GMPR. Mean- 
while, overhead costs per unit of prod- 
uct were significantly lowered through 
the economies of large-scale produc- 
tion. 

Thereafter, the wage-cost-price sit- 
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uation changed markedly. The index 
of selling prices of finished products in- 
creased only moderately from October, 
1941, to the end of the war. In con- 
trast to the 8.4 per cent increase in 
prices of finished goods, raw materials 
rose 31.3 per cent, and from January, 
1942, straight-time average hourly 
earnings increased 27 per cent. 

In the early stages of the war effort, 
an unbroken rise in output per man- 
hour offset the rising wage rates and 
raw-material prices. With our en- 
trance into the war and the steadily 
growing shortages both in trained man- 
power and in suitable materials, how- 
ever, output per man-hour in non-war 
industries turned downward. This 
downturn, coupled with rising wage 
rates, sharply boosted unit labor costs. 
Substantial increases in unit labor costs 
for all manufacturing represent, in 
part, the enormous expansion of the 
higher-paid durable goods industries 
since the war began. For 25 civilian 
industries for which data are available, 
unit labor costs were higher in 1943 
than in 1939. For instance, manufac- 
turers of cotton goods experienced a 
48.9 per cent rise in unit labor costs 
during this period. Refiners of cane 
sugar showed a rise in unit labor costs 
of 39.6 per cent. In nine of 25 civil- 
ian industries, output per man-hour in 
1943 was below the 1939 figure. Sub- 
sequent estimates by the Bureau of 
Labor Statistics indicate a continua- 
tion of this trend for both output per 
man-hour and labor costs alike. 

Unfavorable wage-cost-price _ rela- 
tionships were not reflected in profit 
figures because of lower selling costs 
and lower overhead unit costs and the 
profits on the production and sale of 
war goods. With the war’s end, the 
alleviation of the squeeze on civilian 
products through the mounting volume 
of government contracts is no longer 
possible. In addition, a considerable 





396 





period of time will be necessary for 
reconverting industries to reach the 
break-even point, to say nothing of 
capacity operations. According to the 
WPB, mechanical refrigerators, an 
important reconverting industry, will 
take six months to reach the “break- 
even” point and a year for capacity 
production. Seven months will pass 
before piano manufacturers will break 
even. Jeweled-clock and -watch man- 
ufacturers will take a year to reach a 
break-even ‘rate of production. 

Reconverting manufacturers are thus 
in a position in which current material 
and labor costs are high in relation to 
selling price. Equally important, 
many manufacturers will not be oper- 
ating at volume production in the tran- 
sition period, so that both fixed and 
variable costs per unit of product will 
run high throughout this period. Un- 
der these conditions, many price in- 
creases will have to be granted by OPA 
to stimulate production. 

While permission has been granted 
to increase wage rates without WLB 
approval if no price increases will re- 
sult, relationships between wages with- 
in an industry and between industries 
are such that, as a matter of actual 
practice, voluntary wage-rate increases 
will soon be followed by increases in 
dispute cases even though higher prices 
will thereby be made necessary. Thus, 
although it is hoped that such increases 
will not affect selling prices, it is highly 
improbable that this hope will be real- 
ized. 

The actual increases permitted in 
manufacturers’ prices will depend up- 
on the size of the firm. It seems prob- 
able that relatively large increases will 
take place in the prices of products 
sold by small firms. Support for this 
statement is found in OPA’s recon- 
version pricing policy for small man- 
ufacturers. For firms which had a 
volume of sales of less than $50,000 in 
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1941 and are expecting an annual sales 
volume of less than $50,000 in the 12 
months following reconversion, ceiling 
prices will be based on total current 
costs. Cost increases for direct mate- 
rials, direct labor, other factory costs, 
selling and other costs will all enter 
into the computation of the current 
ceiling. As a profit factor, these firms 
are permitted to take the higher of 
either one-half the industry’s average 
1936-39 margin (as calculated by the 
OPA) or their own profit rate on cost 
for the first of the years 1939, 1940, 
1941 for which they have profit figures. 
Price increases for this group will be 
almost automatic. Small manufactur- 
ers will be permitted to charge these 
new prices 15 days after they are filed 
if OPA does not notify the firm to the 
contrary. 

The base permitted to manufactur- 
ers who had 1941 sales of less than 
$200,000 and who expect annual sales 
volume between $50,000 and $200,000 
is not quite so broad, but sizable price 
increases will also be permitted this 
group. In calculating their current 
costs, these firms can make adjust- 
ments only for materials and factory 
labor costs. The adjustment in factory 
labor costs, however, is based upon the 
increase in straight-time hourly wage 
rates and not on the basic rate to which 
large manufacturers are restricted. 
The profit rate to be used will be the 
higher of one-half the industry’s 1936- 
39 average profit rate (as calculated 
by OPA) or their own 1936-39 aver- 
age profit rate. Losses incurred in any 


‘of the base years are to be excluded 


in computing the firm’s profit rate. 
This method of computing ceilings, 
when viewed against the background 
of rising material and labor costs since 
October, 1941, will also probably re- 
sult in many sizable price increases. 
The most rigid restrictions against 
price adjustments are placed on man- 
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ufacturers who have annual sales in 
excess of $200,000. Industry-wide ad- 
justments are permitted to cover only 
increases in basic wage rates for fac- 
tory workers and in designated mate- 
rials costs since 1941 plus 1936-39 
profit margins for the industry. If the 
resulting price is above the present 
ceiling price, an industry-wide “in- 
crease factor” is permitted. It was 
under this test that the recently an- 
nounced increase in aluminumware 
prices was permitted. 

However, if this industry-wide in- 
crease is not sufficient or none is 
granted, individual manufacturers may 
obtain special adjustments. These in- 
dividual adjustments -for reconverting 
manufacturers are determined as fol- 
lows: To their 1941 costs are added 
the increase since then in basic wage 
rates for factory workers and certain 
increases in raw-material prices. If the 
resulting adjusted 1941 cost is less 
than the current ceiling price, no price 
increase is permitted. If the adjusted 
costs are above the ceiling price, the 
firm is permitted to add “a profit factor 
equal to one half the 1936-39 average 
industry profit margin over cost.” 

These standards are _ excessively 
rigid. No allowance is made for the 
entire increase in factory wage rates. 
(Straight-time wages have increased 
37 per cent, while basic wage rates have 
increased only 20 per cent since Janu- 
ary, 1941.) No allowance is made for 
the higher costs of non-factory labor. 
No allowance is made for the increase 
in raw-material costs resulting from 
the disorganized structure of our econ- 
omy. No allowance is made for any 
other increases in.costs. Apparently it 
is hoped that increases in productivity, 
reduction of premium overtime, avail- 
ability of more efficient workers and 
volume operations will offset the effect 
of the cost increases not considered. 
If they do not, then these standards 
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will have to be liberalized if urgently 
required production is to be obtained. 
The result will be still further price 
increases. 

Evidence that price increases will 
not be confined to a few industries 
comes from OPA itself. Thus, the in- 
crease for aluminumware was described 
as “the first of the approximately 30 
industry-wide ‘price increase factors’ 
that will affect manufacturers’ prices 
for the reconversion products about to 
enter the market.” 

A fitting summarization of this out- 
look for further price increases is con- 
tained in The Conference Board Busi- 


ness Record for September, 1945, in 
which a broad cross-section of Ameri- 
can industry reported “that present 
price ceilings should be increased from 
one-sixth to one-fifth in order to al- 
low a fair return on civilian produc- 
tion.” Some manufacturers reported 
actual losses in civilian business, stat- 
ing that they are able to show an over- 
all profit only because of the heavy 
volume of government work. By JuLEs 
BAcKMAN and M. R. GAINsBRUGH. 
Retail Price Policy in the Transition, 
National Industrial Conference Board, 
Inc., August, 1945, p. 80:5. 













Traveling Show of Postwar Products 


.— General Box Company has put together a traveling show of its postwar 
products, which is being displayed to employees of the company’s various 
plants. This exhibit points up the future plans of the company, proving to the 
employees that the company is on its toes and that there is a future with the 
organization for everyone. In addition to the display and description of products 
currently manufactured, as well as those scheduled for postwar production, there 
is entertainment, a quiz show and prize money for lucky participants. There are 
also a few short talks by company officials. 

The result of these shows has been a great improvement in the employees’ 
morale, particularly with respect to their views on the company’s future. The 
very fact that the company thinks enough of them to take the trouble to depict 
its postwar plans gives them a feeling of partnership in the company’s present 
and future activities. 

—Mill & Factory 8/45 


New Shipping Box 


5 PE ELAEED by the Quartermaster Corps, new veneer-kraft board shipping 
boxes save 68 per cent of critical kraft material. For content weight up to 
75 pounds, panels of single-ply ys-inch hardwood are faced on both sides with 
42-pound kraft board .016 inch thick. For weights from 76 to 225 pounds, two 
single plies are glued together. Unlike V-board boxes, new boxes can be stacked 
without collapsing even though wet, and can be reused. 


—Modern Industry 6/15/45 















MARKETING CONFERENCE 


A Conference of the Marketing Division of the American 
Management Association will be held on Tuesday, Wednesday 
and Thursday, January 15-16-17, 1946, at the Hotel Pennsyl- 
vania, New York City. 
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Ginancial Management 





Consider the Reader of Your Annual Report! 


write that 1945 annual report! 

If you really do, you'll find 
yourself writing about something else 
besides profit and loss and dividend 
checks. If you don’t, the chances are 
good that the report will be similar in 
editorial content and appearance to an 
inter-office memo from the head ac- 
countant to the controller. Far too 
many reports look like that today. 

Furthermore, the war has brought 
about many situations that are chang- 
ing both content and structure of an- 
nual reports, and they are worth heed- 
ing. 

Judging from a study of 65 repre- 
sentative annual reports for last year, 
to keep in step with the times involves 
accepting a number of obligations: 

(1) Recognizing that consideration 
of the reader is a prime step in pre- 
paring the annual report. 

(2) Knowing the reader thorough- 
ly, what he is now and what he may 
be in the future. 

(3) Reporting fully, clearly and 
graphically on all aspects of the busi- 
ness, thereby making adequate evalua- 
tion by the reader possible. 

(4) Making the editorial content 
and physical appearance attractive, ac- 
curate and interesting. 

This means following certain pro- 
cedures : 

First, ascertaining the types of read- 
ers, their characteristics and relative 
importance to the company. They are 
usually stockholders, employees, cus- 
tomers, and key people in business and 
government. 


(CC wn tt the reader when you 
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Second, determining what the read- 
ers should and can be told. 

Third, preparing a preliminary out- 
line of content, including roughs of 
graphs, tables, charts, drawings, photo- 
graphs, and other visual materials. 

Fourth, obtaining a substantial num- 
ber (say, 15 to 20) of outstanding 
annual reports and comparing content 
and visual presentation with the ideas 
contained in your outline and previous 
reports of the company. 

Fifth, using an up-to-date check list 
to determine content and emphasis of 
content, keeping in mind that what goes 
on the cover pages and in the execu- 
tive message is very important. 

The following check list was devised 
after examining the representative 
group of 1944 reports. It is not com- 
plete, but it covers most of the topics 
that can be included: 


ANNUAL REport CHECK LIsT 


Cover 
Title 
. Front, back and inside cover pages 


N oP 


. Page One, Text (one or more of the 
following may. be used individually or 
in combination, and not necessarily on 
page 1). 

Title page 

Foreword 

Introductory message 

Table of contents 

Main text beginning 


~~ feo oP 


Executive Messages (often a combi- 
nation of 4, 5, 6, 7 and 8). 


Finances 
Assets and liabilities 
Auditor’s statement 
Annual meeting notice 
Bonus schedules 
Dividends 
Historical data 
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Income and expense 

. Industry figures 
Investments 

Markets 

. Miscellaneous statistical data 
Pensions 

. Physical plant acquisitions 
. Physical plant disposal 
Proxy statement 

Sales statistics 
Stockholders 

Subsidiaries data 
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Operations 
Advertising 

. Distribution 
Product 
Production 
Raw materials 
Sales 


Economic and Social Aspects 
Conservation 

—product by consumers 

raw materials by company 
Employees 

Government relationships 
—administration 

—legislation 

—taxation 

d. Industry relationships 
—business 

—labor 

Research, product development 
World War II 

. Company participation 
Employees in service 

. Industry participation 
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Financial Performance 


HE dominant position of Jarge 

! corporations in the American 
economy has long been recog- 
nized. It is known, for example, that 
the size of corporate enterprises in- 
creased so rapidly during the early dec- 
ades of the century that by 1939 as few 
as 200 non-financial corporations and 
their subsidiaries controlled about half 
the total assets of all such corporations. 
More recent studies indicate that the 
peak of the concentration movement 
was probably reached during the early 
1930’s and that at least up to 1939 
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Postwar 

Employment, especially returning vet- 
erans 

Markets 

New and old product development 
Reconversion 

e. Sales, advertising and distribution. 


& 90 


aos 


[examination of the check list indi- 
cates that preparation of an annual 
report tailored to present-day condi- 
tions and reader interests is indeed a 
complicated undertaking. New topical 
matter is present, such as company and 
industry participation in the war effort 
and employees in the armed forces. 
Emerging as subject matter of great 
importance are such postwar topics as 
markets, distribution, sales, advertis- 
ing, new and improved products, re- 
turning veterans, and full-scale employ- 
ment. All this points to greater social 
and economic emphasis than before. 

Of great importance is the fact that 
visual materials are being used to a 
considerable extent, the continuance of 
a trend over a long period of time. 

By Harorp E. Green. Printers’ 
Ink, July 27, 1945, p. 21:2. 


of Large Corporations 


there was no pronounced trend, either 
upward or downward. 

This article presents a record of the 
financial performance of 1,000 manu- 
facturing corporations from 1936 to 
1943. Included in the group are the 
200 largest and 800 others whose gross 
assets in 1939 ranged from one million 
dollars to approximately 27 million. 
The 800 corporations were selected 
from all major manufacturing indus- 
tries and are believed to provide a rep- 
resentative sample of intermediate- 
sized firms. 
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It is possible, therefore, to compare 
the financial progress of giant corpora- 
tions with that of a cross-section of 
smaller ones during both prewar and 
war years. 

From the data analyzed, the follow- 
ing general conclusions were reached : 

(1) Manufacturing corporations 
which were among the 200 largest in 
1939 have grown substantially larger 
during the war. Their gross assets 
have risen from a prewar total of 30 
billion dollars to 42 billion in 1943. 

(2) The relative growth of these 
huge companies, however, has not been 
commensurate with that of other large 
corporations. As a result, insofar as 
the measure of assets indicates, the rel- 
ative dominance of the 200 that were 
largest in 1939 has been somewhat 
modified. 

(3) The changing demands of war 
have created new giants, such as those 
in aircraft and shipbuilding, which 
have taken their position among the 
200 largest and thus displaced some 
corporations from the leading ranks, 
as measured by size. 

(4) Smaller concerns experienced 
from 1939 to 1943 a greater relative 
expansion in business volume and in 
profits than did those that were giants 
in 1939. This observation is true, 
however, only provided the giants are 
selected on the basis of their prewar 
total assets. It is not true of business 
volume if they are selected in terms of 
their 1943 total assets. In the latter 
case, the records of the 200 largest cor- 
porations reveal an increase in net 
sales of 166 per cent as compared with 
147 per cent for 800 intermediate-sized 
corporations. 

(5) In terms of operating ratios— 
ie., ratios of profits (after income 
taxes) to net sales—the 200 largest 
corporations outranked the 800 others. 
This situation obtained throughout the 
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eight-year period under review. The 
profit-sales ratio in 1936 was 9.1 per 
cent for the 200 largest and 8.0 per 
cent for 800 intermediate corporations. 
Corresponding ratios in 1939 were 7.9 
per cent and 6.9 per cent, respectively, 
and in 1943, 4.1 per cent and 3.3 per 
cent. 

(6) Despite the fact that most 
phases of this analysis reveal that 
smaller corporations have experienced 
wartime gains of greater relative mag- 
nitude than those of the 200 largest, it 
is important to realize that manufac- 
turing is preponderantly large-scale. 

It should be pointed out that the 
1,000 corporations discussed here 
might more accurately be labeled cor- 
porate groups or units of control, since 
their financial reports were made on a 
consolidated basis and usually included 
all subsidiary corporations, a majority 
of whose voting stock was held by the 
parent company. Actually, the num- 
ber of individual corporations repre- 
sented is considerably more than 1,000. 

To clarify the importance of the 200 
largest manufacturing concerns, their 
gross assets and net capital assets are 
expressed in the following tabulation 
as a percentage of corresponding items 
for all manufacturing corporations: 


PERCENTAGE OF TOTAL MANUFACTURING 
REPRESENTED BY THE 200 CorPORATIONS 
WITH THE Larcest Torat ASSETS 


Net 
Year Total capital 
assets assets 
MOOR is2hishacdisads 48.8 62.2 
SERRE SARE eer 50.1 64.0 
RRR eer Re er 50.2 63.7 
aR I AS ER 49.8 63.2 
FOND isa yicd odecs pr ee 48.9 62.3 
TU i eit hen dir alana A 46.7 60.3 
noe kena irletet See G. 44.3 58.0 


Though these percentages are more 
reliable as indications of trends than as 
absolute ratios, they do illustrate the 
fact that the 200 largest corporations 
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control a very large proportion of total 
assets in manufacturing and a still 
larger proportion of capital assets. 
The relative position of these very 
large concerns, however, has declined 
persistently since 1938. 

The significance of the above per- 
centages must be interpreted in the 
light of special circumstances opera- 
tive during the war period. 

The expansion of facilities in re- 
cent years has been primarily for war 
production, the bulk of which has been 
financed with public funds authorized 
to large concerns. Thus during the 
war very large concerns have been 
operating a vast amount of fixed plant 
which is not now included as part of 
their assets but which, at the end of 
the war, they will be in a favorable 
position to purchase. Furthermore, 
the privately financed war facilities 
have been amortized rapidly, thus 
tending to reduce the stated wartime 
assets and income of companies having 
certificates of necessity. This, of 
course, is true also with respect to 
smaller concerns. However, the abso- 
lute expansion of privately financed 
war facilities of smaller concerns has 
been small as compared with that of 
large ones. 

Gross assets of manufacturing con- 
cerns in general have mounted sharply 
during the war, but the degree of 
change has, of course, varied greatly 
among different size-groups. The rates 
of increase from 1936 to 1939 for cor- 
porations of extreme and intermediate 
size agreed rather closely, except for 
inventories. From 1939 to 1943, how- 
ever, increases in the former group 
were much less pronounced than in the 
latter. 

For both large and medium-size cor- 
porations, the wartime increase in 
gross assets is largely attributable to 
the rise in inventories and in “all other 
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assets.” This latter group comprises 
cash, marketable securities, receiv- 
ables, other current items, and all non- 
current assets except capital assets, 
Analysis of available information indi- 
cates that the major part of the rise in 
“other assets” occurred in government 
securities and in receivables from the 
U. S. Government. 

The changing relative importance of 
giant concerns in the sample of 1,000 
corporations is also apparent. Total 
assets of the 200 largest accounted for 
approximately 84 per cent of the total 
for the 1,000 in both 1936 and 1939, 
By 1943, however, the ratio had ta- 
pered off to 77 per cent. 

To sum up, the 200 giant corpora- 
tions have grown considerably larger 
from the standpoint of assets. Their 
relative growth, however, has not been 
commensurate with that of smaller 
corporations. Consequently, by the 
assets measure of size, their predomi- 
nant position is less marked now than 
before the war. Conclusions based on 
this measure of size ignore various 
changes in other elements which make 
up the total sphere of control, such as 
control of raw materials, labor sup- 
ply, and channels of distribution. 

In interpreting the different rates of 
change in sales and profits of the 200 
largest and 800 other corporations, the 
evaluation must be made in the light 
of the importance of the two size- 
groups in the total sample or, more 
appropriately, in the total manufactur- 
ing segment. Net sales of the 200 
largest in 1939 amounted to 22.4 bil- 
lion dollars—more than 3% times 
those of the 800 others—and in 1943 
to 53 billion dollars, or about 2% 
times those of the smaller ones. 

To show the difference in wartime 
trends as between war and non-war 
industries, the 1,000 corporations have 
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been assigned to one or the other of 
these two broad categories. The fol- 
lowing major groups have been desig- 
nated as war industries, on the basis 
that more than 50 per cent of their out- 
put went for war purposes, including 
lend-lease exports: chemicals; rubber 
products; iron and steel; non-ferrous 
metals; machinery, including electri- 
cal; and transportation equipment, in- 
cluding automobiles. 

Of the 1,000 corporations, 565 were 
classified as operating in war indus- 
tries and 435 in non-war industries. 


The war industries group includes 108 
of the largest and 457 of the smaller 
corporations, leaving 92 of the giants 
and 343 of the intermediates in non- 
war industries. 

Clearly, the rapid expansion of these 
firms is attributable largely to their 
wartime operations. However, in both 
war and non-war industries the largest 
corporations made less rapid propor- 
tionate gains in total assets than did 
the smaller ones. By K. C. Sroxes. 
Survey of Current Business, August, 
1945, p. 4:7. 








FINANCIAL MANAGEMENT CONFERENCE 


A Conference of the Finance and Accounts Division of the 
American Management Association will be held on Thursday and 
Friday, December 6-7, at the Hotel New Yorker, New York City. 








Insurance 


The Controller's Interest 


NSURANCE protection from the 
| viewpoint of the controller was 

analyzed at a recent meeting of 
the Toledo Control of the Controllers 
Institute of America by J. L. Epler, 
manager of Western Adjustment & 
Inspection Company, Toledo. Con- 
fining his remarks to coverages issued 
by fire and marine insurance com- 
panies, Mr. Epler cited actual but 


unidentified cases recently encountered. 
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in Insurance Protection 


From the viewpoint of the control- 
ler, he stated, the establishment and 
maintenance of insurance protection 
may be summarized by the following 
four main points: 

1. Determine carefully the exact 
amount of values, profits and ex- 
penses which are exposed to casual- 
ties. 

2. Ascertain the types and require- 
ments of insurance contracts which 
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are available to guarantee the neces- 
sary reserves and earnings of the 
business against those risks. 

3. Without delay, procure from 
reliable insurance companies sufficient 
coverage to meet those requirements. 

4. Maintain control records which 
reflect the fluctuation of values and 
earnings in order to adjust coverage 
promptly and comply with policy pro- 
visions, as well as be in a position to 
establish proof of claim should loss 
occur. Scrutinize new exposures 
which may arise, and act immediately 
to provide the necessary coverage. 

The determination of insurable 
values is an obligation which must be 
assumed by the person seeking insur- 
ance, even though he may rely on his 
broker to assist him in obtaining maxi- 
mum protection against casualty. 

In property insurance the measure 
of loss as well as coinsurance require- 
iments are on the basis of sound value. 
This may be defined as the value ob- 
tained by deducting accrued deprecia- 
tion from the current new replacement 
value. 

Sound value often differs greatly 
from the valuation shown by the books 
of record. Book values almost uni- 
versally are based on original cost 
less accrued depreciation, which pro- 
vides a method of amortizing capital 
investments already made. In con- 
trast, sound value provides a means of 
computing replacement value less ac- 
crued depreciation at the time of loss. 

Some of the items occasionally over- 
looked in establishing values to be 
protected were outlined. Small tools, 
supplies, dies, and installation costs 
may have been written off the books 
for accounting reasons, but _neverthe- 
less have an insurable value which 
should be provided for. This also ap- 
plies to advertising materials, slow- 
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moving inventories, and obsolete or 
rapidly amortized equipment which 
may have been absorbed in operating 
expenses but would require replace- 
ment in the event of loss. 

Properly prepared plant appraisals 
reflect sound insurable values. They 
are based on current replacement 
prices less accrued depreciation, with 
consideration given to wear and tear 
as well as obsolescence and inadequacy 
if present. The services of a skilled 
appraisal engineer are indicated. Ap- 
praisals must be kept up to date be- 
cause of changes in the character of 
the property and fluctuations in re- 
placement prices. Appraisals which 
are revised in perfunctory or mechani- 
cal fashion cannot be expected to 
reflect true sound values and are 
increasingly inaccurate when _ this 
practice is continued over a period of 
time. 

Property on the premises belonging 
to others frequently involves substan- 
tial values. A definite understanding 
as to the legal responsibility for this 
property in event of loss should be 
reached and appropriate insurance 
protection provided. Liability  in- 
curred may be of two principal kinds 
—namely, contractual liability based 
on agreements made prior to the oc- 
currence of loss, and liability imposed 
by law because of negligence or other- 
wise, Dies, patterns, leased machinery, 
and processing stock are common 
examples of property in this category. 
An illustration was cited where there 
was no definite understanding of re- 
sponsibility, and the value of dies 
belonging to others in the plant ex- 
ceeded the total assets of the firm. 

Warehouse goods and other stocks 
which fluctuate in value are generally 
the subject of reporting forms of in- 
surance. This advantageous type of 
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coverage requires that the insured 
periodically report all values on a true 
basis in order to meet policy require- 
ments. Several examples of failure 
to include all values or to report the 
stock on a current valuation basis 
were cited. In each instance these 
omissions were caused by reliance on 
book and inventory valuations which 
did not include substantial items that 
had been expensed or marked off the 
inventory for reasons of taxation, etc. 

Use and occupancy coverage should 
be thoroughly. evaluated in order to 
compensate for the loss of earnings 
during production suspension resulting 
from damage to facilities. This in- 
cludes net profits, salaries, and other 
proper continuing expenses which 
would have been earned had no loss oc- 
cured, and covers the period until pro- 
duction is resumed. The individual 
conditions and labor policy of the firm 
involved should determine the extent of 
additional coverage on ordinary pay- 
roll. This coverage enables the em- 
ployer to exercise discretion with re- 
spect to the payment of wages for labor 
which has not been performed in full or 
in part following a loss. It is presumed 
this item of coverage will be popular- 
ized by the trend toward guaranteed 
annual wages. One large corporation 
is now insuring ordinary payroll for 
49 weeks, the period of its guaranteed 
annual wage. 

Some common illusions regarding 
the necessity of complete insurance 
protection might be summarized in the 
words, “It cannot happen to us—or, 
anyhow, not right away.” Occasion- 


ally disaster results from an owner’s 
indulging in what might be styled “am- 
ateur underwriting.” 

So-called fireproof buildings are fre- 
quently seriously damaged because of 
their combustible contents, while ex- 
plosion and other hazards are ever 
present. The idea that sprinkler sys- 
tems always confine the fire to the area 
of its origin is contrary to fact. A re- 
cent loss exceeding one-half million 
dollars resulted when the sprinkler sys- 
tem was shut off by firemen on the mis- 
taken assumption that the fire was 
under control. In another case, the 
functioning of a sprinkler system ag- 
gravated the situation and indirectly 
caused the complete destruction of a 
plant when burning soft rubber floated 
on top of the water and passed through 
closed fire doors. 

One manufacturer elected to carry 
low insurance to value in the belief that 
there was small possibility of serious 
damage to his heavy machinery. Sev- 
eral months after completion, the plant 
was destroyed by fire and the heavy 
machinery rendered useless except as 
scrap salvage. In another case, involv- 
ing a large modern heavy metalwork- 
ing risk, an industrial X-ray apparatus 
which was not considered hazardous 
caused an intense but well-localized 
fire. However, the heat generated 
traveled under the roof to another sec- 
tion of the building several hundred 
feet away, where sprinklers fused and 
inundated an air-conditioned stock- 
room, resulting in complete destruction 
of an inventory valued at $65,000. The 
Controller, August, 1945, p. 390:1. 





® THE AVERAGE COST of fire insurance to policyholders was 75 per cent 


less in 1943 than it was in 1904. 


—Fire Insurance Facts & Trends (The National Board of Fire Underwriters) 4/45 
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fact that the fire and allied lines 
rates, and the methods by which 
they have been computed in the past, 
are going to be not only thoroughly 
overhauled, but most certainly com- 
pletely changed in form and substance. 

That change is imminent is borne 
out by several developments which 
have brought insurance rating pro- 
cedures under government scrutiny. 
The Supreme Court upheld the indict- 
ment of a Georgia District Court 
against the insurance companies that 
were charged with violation of the 
Sherman Act for having restrained 
interstate trade and commerce by fix- 
ing and maintaining arbitrary and non- 
competitive rates on fire and specified 
“allied lines of insurance,” and with 
monopolizing trade and commerce in 
the “same lines of insurance in and 
among the states.’ The Supreme 
Court pointed out that “the commerce 
clause of the Constitution does not de- 
prive the individual states of power to 
regulate and tax specific activities of 
foreign insurance companies which sell 
policies within their territories.” 

Since the delivery of this opinion 
several important members of Con- 
gress and the President have issued 
statements to the effect that “the regu- 
lation of rates will be left in the hands 
of the states,” and further, that the 
companies will have an opportunity be- 
fore January 1, 1948, to get their house 
in order before being compelled to 
come within the provisions of the 
Sherman and Clayton Acts. In the 
absence of any Congressional laws, 
therefore, it will be the duty of the 
respective states to “fix and maintain 
non-arbitrary and competitive rates in 
the future,” or to empower someone 
_or some organization, other than the 


E VERYONE is fully aware of the 
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Fire Insurance Rating Methods 


companies (regardless of type) to 
carry out this function. 

Whatever turn the future takes, the 
focus, in connection with rate making 
and rates, is directed on two words, 
“arbitrary” and “non-competitive.” 
They mean that rate making and rates 
must be made rational and defensible 
to the public, the Department of Jus- 
tice and the Supreme Court ; they must 
be based upon accurate statistics of 
past results compiled in such a manner 
that the greatest number and premium 
amounts of properties of a given class 
receive state treatment and the few and 
specialized (low-numbered and _ small- 
premium) types receive sectional, ter- 
ritorial or national treatment. 

It is possible for the states to create 
a defensible system of rate making by 
getting together through committees, 
backed with power from each state 
legislative body definitely to commit 
the state, but several draw!..cks might 
be present to block this worthy and 
necessary effort. For example, there 
probably would be difficulty in choos- 
ing one schedule that could be used 
nationally ; it would be difficult to pre- 
vent one or more states from with- 
drawing from the bureau and setting 
up its own organization at some future 
time; and it would be necessary to 
eliminate all political manipulation and 
control of the bureau. Adequate rep- 
resentation for all states would be, of 
course, a primary consideration also. 
The greatest problem, however, would 
be to devise a schedule which would be 
satisfactory to all states. 

Present-day rating methods and 
schedules are very involved. There 
are some 34 state rating bureaus using 
approximately five basic rating sched- 
ules. Some of the schedules are ap- 
plied in many states, and certain im- 
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portant variations of the formula of 
the schedule are made for individual 
states and even for certain counties and 
cities within a state. No two schedules 
bear a definite relation to one another. 
They usually start with a flat base rate, 
founded upon a doubtful premise, and 
contain a series of percentages or flat 
charges and credits for types of con- 
struction, size and height, heating, 
lighting, and power conditions, faults 
of management, gradations for types 
of occupancy, private and public fire 
protection, and exposures of one or 
more buildings to one another. 

When a property is rated by taking 
these features into consideration, its 
final rate is called a “schedule” rate. 
When these features are not taken into 
consideration, the rate is arrived at 
through bulking together all other 
properties of the same general type 
and is called “class” rate. Class rates 


are usually applied to farm property, 
individual houses, apartment houses of 
certain size limitations, country stores, 


and small store buildings located in 
certain cities. All other types of prop- 
erties are schedule-rated; and if any 
class-rated property is situated within 
exposing or possible burning range of 
a schedule-rated property, the class- 
rated property is schedule-rated by 
adding a percentage of the rate of the 
“exposing” property to the class rate. 
In New York State approximately 75 
per cent of the policies issued and 47 
per cent of the dollar premium income 
cover class-rated properties. 

Schedule rating was originally de- 
vised by the companies to circumvent 
the anti-compact laws, which were 
created by the states to make fire insur- 
ance rates non-discriminatory. Since 
its introduction into the rating picture, 
schedule rating has become a _ two- 
edged sword. On the one hand, analy- 
sis of construction, occupancy, protec- 
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tion, and exposures has brought about 
improvements which have helped to 
prevent and minimize fire losses, and 
so to keep the insurance cost to the 
public to a reasonable figure. On the 
other hand, this form of rating has been 
found to be expensive, inaccurate, in- 
defensible, and not respected. 

It has been determined that the ex- 
pense of maintaining rating bureaus 
costs the stock companies about 2 per 
cent of premium income. Class-rated 
premiums at the most amount to 50 
per cent of the total, and there is no 
cost attached to producing a class rate 
(except the statistical compilation re- 
quired in some states by law). In the 
case of some 225 stock companies 
with an earned fire premium income 
amounting to an average of $400,000,- 
000, schedule rating actually produces 
an annual cost of $18,000,000, which 
is loaded in the rates. The original 
cost of setting up these bureaus has 
long since been absorbed; thus this 
$18,000,000 is the yearly cost of main- 
taining the system of schedule rating. 
There is a constant demand made upon 
the bureaus to reinspect the properties 
and to rerate for real or fancied im- 
provements. In one state alone, this 
resulted in 200,000 changes of rates 
within one year. 

Further, if all the various schedules 
in use throughout the 48 states were 
added, the number would run well 
over 100. Each one of these schedules 
may or may not use the same flat or 
basis rate figure as the starting point, 
but each one calls for a different flat 
or percentage charge or credit for a 
multitude of construction, occupancy 
and protection features. 

All these compilations are left to the 
judgment of the rater when he inspects 
the property, and it can be easily un- 
derstood that countless normal human 
errors are made in the period of a year. 
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Many additional errors are made in the 
applicable rules that follow the publi- 
cation of a rate and must be seriously 
reckoned with before the policy is 
finally issued. Some of these errors 
are detected in the main headquarters 
of the rating bureau, but the bulk of 
them go undetected until the owners 
or assureds, their agents and brokers 
or some company employee (usually 
the special agent) has a_ check-up 
made. Check-ups are expensive in 
time and money all along the line; 
some of the cost but not all is absorbed 
in the commission paid the agent or 
broker. 

Any rating schedule, to be defen- 
sible to the purchaser or the public 
officer guarding the interests of the 
purchaser, should be supported by 
statistical proof of results of its appli- 
cation. No such statistical proof is 
available to verify a schedule-rating 
system using percentages for many 
structural, occupational, and protection 
features, since it would be impossible 
to support proof if it were attempted. 
On the other hand, the class-rating 
method can be supported actuarially, 
‘ and its efficiency can be maintained at 
85 per cent, which would be high 
enough to satisfy any purchaser, fed- 
eral or state supervisor. The efficiency 
percentage is estimated at 85, rather 
than 100 to allow 15 per cent for judg- 
ment of the rating authorities in grant- 
ing judgment credits for conditions 
which are proved by past schedule- 
rating experience but for which actu- 
arial support cannot be furnished. 

Class rating, to be effective, must 
overcome the two drawbacks of the 
present rates and produce rates that 
are “non-arbitrary” and “competitive.” 
If class rating is definitely tied in with 
statistical proof and companies of 
whatever type are allowed to deviate 
from class rates. upon a permissible 
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expense and loss cost factor, both of 
these serious and legitimate objections 
will be overcome. 

It would certainly be economical to 
rate a “class” system that would elimi- 
nate the constant going back to rerate 
properties in low value and income 
brackets and to confine the rating bu- 
reau inspectors’ activities to important 
and high-income situations of insurable 
properties which have been the main 
cause of unwarranted competition be- 
tween stock companies themselves and 
between those companies and mutual 
and other specialized type carriers. All 
types of companies would bear the cost 
of rate making proportionately—an 
improvement over the present system 
by which these costs are borne by the 
majority of the stock companies alone. 

It would be a practical method of 
rating since the rate produced would 
really be a guide to the companies in 
determining their underwriting and 
production policies instead of the pres- 
ent hit-and-miss motivation that pre- 
vailing rates engender. Of equal im- 
portance, such a system would reward 


proper and efficient management to a _ 


far greater degree than at present and 
a well-managed company of whatever 
size could compete with any other 
company. It would be necessary under 
such a rating scheme to look more 
carefully into the adjustment of losses. 
Present methods of adjustment are 
haphazard and expensive, with the re- 
sult that many losses are “settled” 
from the standpoint of expediency 
rather than that of reason. Further, 
inequities which commonly occur as a 
result of the exposure provisions in 
scheduled ratings would be reduced 
considerably under the class-rating 
method. 

If a class-rating system is to be in- 
stalled we must decide who will ad- 
minister it. It is possible for the states 
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to agree on one method and formula 
and put it into nation-wide effect. It 
is also possible, but less probable, that 
all types of insurance companies might 
act in concert to do the job. The most 
practical way to handle this all-impor- 
tant function of business is the forma- 
tion of a corporation, independent of 
both states and companies but accept- 
able to both. This corporation should 
not only handle rating but also check 
the activities of all companies through 
the copies of policies actually issued. 
It could be governed by a board of di- 
rectors composed of the management, 
representatives of state regulatory offi- 
cers, insurance companies, agents and 
brokers, so arranged that all interests 
were equally represented. 





Before the actual beginning of a class 
and individual system of rating, a pol- 
icy or calendar year would be required 
to gather statistics, and several months 
more would be needed to analyze, pub- 
lish, and set an effective date for new 
rates. It would require approximately 
five years’ experience fully to justify 
the methods and the rates produced. 
The exact period should be established 
in advance, but only after the question 
has been given serious thought by all 
parties concerned. Thereafter, the 
rates should be revised annually by 
subtracting the oldest group of figures 
and adding on new figures for the im- 
mediately preceding year. By CHARLES 
F. Rupprecut. The Spectator, May 
10, 1945, p. 10:8. 


State Legislation on Compensation for Second Injuries 


URING the 1945 sessions of the state legislatures, considerable progress was 
made in the establishment of second-injury funds in connection with work- 


men’s compensation legislation. 


These funds relieve the employer of part of the 


compensation cost when an employee, who has previously sustained the loss of a 
specific member of his body, incurs another injury resulting in permanent total 
disability. Thus, under most of these laws, the employer is liable only for the 
second injury, and the fund compensates the worker for the balance due for 
permanent total disability. As a result of legislation enacted this year, 32 states 


now have second-injury funds. 


- 


—Monthly Labor Review 8/45 


Injury to Former Employee Held Compensable 


WEE is the relationship between an employer and an employee terminated? 
Holding that there has been no such termination until the employee’s wages 
have been paid to him, the Supreme Court of Ohio in Parrott v. Industrial Com- 
mission of Ohio, 60 North-Eastern (2d) 660, recently sustained an award of 
compensation to a claimant who was injured while on the premises of his former 
employer for the purpose of collecting his wages, which had not been paid him 
when he left his employment |about a week before the day of the accident. 

In sustaining the award of compensation, the court stated that an injury occurs 
in the course of employment if there is a causal connection between the injury 
and some condition, activity, environment or requirement of the employment. Acts 
of an employee done within a reasonable period after actual working hours in 
making the necessary preparations to terminate his employment are incidents of 
and within the course of his employment within the meaning and operation of 
the Workmen’s Compensation Law. The court further stated that the contract 
of employment as to the matter of wages and their payment is not fully terminated 
or satisfied until a workman’s wages, already earned, are paid. 
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—The Weekly Underwriter 8/11/45 














Survey of Boohs for Executives 





Basic PROBLEMS OF SALES MANAGE- 
MENT. By Frank LaClave. Mc- 
Graw-Hill Book Company, Inc., 
New York, 1945. 115 pages. $1.25. 


Reviewed by Saul Poliak 


lor the sales executive who is con- 
cerned with the task of readying his 
organization to meet the intensive com- 
petition of the postwar years, this 
modest volume will prove thoroughly 
useful. 

Inspiration for the book came from 
a series of articles published in Printers’ 
Ink. The editors of that publication, 
sensing the mounting interest of readers 
in fundamental sales techniques and 
methods, assigned Mr. LaClave to re- 
view the basic problems of marketing 
management (one wishes that, in view 
of the constructive character of the 
book, the negative word “problems” 
had not been included in the title). 
Numerous requests for reprints of the 
series resulted in the decision to pub- 
lish it in book form. 

Aspiring to no exhaustive treatise, 
Mr. LaClave has cocked an appraising 
eye at the sales executive’s job, exam- 
ining in highlight some of its major 
aspects : the recruiting, selection, train- 
ing and compensation of salesmen; 
sales territories ; sales objectives ; sales- 
men’s expenses and reports; maintain- 
ing communications with salesmen; 
merchandising ; advertising ; sales meet- 
ings; contacts. Commendably eschew- 
ing controversial points and maintain- 
ing a conservative approach, Mr. 
LaClave has set forth the more im- 
portant considerations involved in each 
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topic and has at the same time con- 
trived to include a surprisingly large 
amount of detailed information about 
procedures. 


In calling attention provocatively to 
the major areas in which the sales ex- 
ecutive must take action in revitalizing 
his marketing structure, and in but- 
tressing this with practical outlines of 
technique, this little book serves an al- 
together timely and valuable function. 


Wuat Is Tu1s MANAGEMENT? By 
Walter Puckey. Chapman & Hall, 
Ltd., London, 1944. 281 pages. 
15s. 


Reviewed by Mrs. Wallace Clark* 


The author of this volume is Direc- 
tor and General Works Manager of 
Hoover, Ltd., of Great Britain. His 
book therefore is written from an in- 
dustrial ringside seat, and the reader 
might expect to hear about some of 
the management techniques that have 
been developed and used by British in- 
dustries in the present war. 


If he does, he will be disappointed. 
What Mr. Puckey discusses, interest- 
ingly and not without authority, is man- 
agerial personnel. He defines man- 
agerial qualities at length, breaking 
these down into chapters on personal, 
organizational, technical and _ social 
qualities. The book features diagrams: 
one to show “the depth and breadth of 
Management,” with “the Individual” 
at the top and Government and In- 





* Wallace Clark & Company, New York. 
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dustry forming two sides of the base 
of the pyramid; another to illustrate 
“the build-up of managerial qualities,” 
with “the Peak of Managerial Achieve- 
ment” at the top. 

In the first war years, the author 
says, growing pains within government 
matched those within industry. “Then 
slowly, by blood, toil and sweat, in- 
dustry staggered to its feet, stretched 
and really -began to produce. Miracles 
were performed, often miracles of im- 
provisation rather than of organiza- 
tion.” 

The wide introduction of Joint Com- 
mittees (he declares) brought about the 
most significant change in management 
philosophy and practice for many years. 
“There was a wide demand for labor 
and personnel advisers, and none to 
be found. The Labor Department en- 
larged its scope to embrace human re- 
lations. Welfare Departments were set 
up. They had to define the new per- 
sonnel technique and how it should 
function.” 

Mr. Puckey’s book, apparently, is an 





effort to help them out. “To me,” he 
writes, “the future of management 
should be, in a nutshell, the develop- 
ment of management as I see it, prac- 
tised by the manager as I envisage 
him.” 

It is rather surprising to note that 
the author is a member and fellow, re- 
spectively, of the two leading British 
institutes of industrial administration 
and engineering. American readers 
who are familiar with the papers of 
those institutes and with the contri- 
butions of Major Urwick and others 
would suppose that, even if British gov- 
ernment and business had not caught 
up with the work of those institutes 
and writers, the members of the insti- 
tutes would have done so. 

The Minister of Production in his 
foreword tersely reviews the book: 

“Mr. Puckey,” he says, “endeavours 
with obvious sincerity to define what 
good management really is, and his 
ideas should provide a useful stimulant 
to all those who aspire to managerial 
tank.” i 





Briefer Book Notes 


[Please order books directly from publishers] 





INDUSTRIAL ORGANIZATION AND MANAGEMENT. By Lawrence L. 





Bethel et al. McGraw-Hill Book Company, Inc., New York, 1945. 798 pages. $4.50. 
Management as a field of specialization, rather than as an adjunct to the study of 
engineering or business, is the subject of this basic text preparing the student for 
advanced work in methods, costs, industrial relations, budgeting, production control, 
marketing, office management, etc. The book is divided into four principal sections: 
I. American Industry—its history and its economic and social foundations. II. Organiz- 
ing the Industrial Enterprise—the principles of forecasting, financing, internal organiza- 
tion, product development, and physical facilities. III. Operating the Enterprise— 
manufacturing the product, including the planning of the control functions; selling 
the product; managing the general offices; and administering the personnel. IV. Co- 
ordinating the Enterprise—the dynamics of an industrial organization. 


THE PATTERN OF CORPORATE FINANCIAL STRUCTURE: 4 Cross- 
Section View of Manufacturing, Mining, Trade, and Construction, 1937. By Walter A. 
Chudson. National Bureau of Economic Research, New York, 1945. 148 pages. $2.00. 
A comprehensive picture of the distinguishing financial features of incorporated enter- 
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prise is essential for analyses of changes in financial structure over long periods of 
time. Dr. Chudson, using corporate balance-sheet data, outlines a cross-section pattern 
of variation with respect to industry, corporate size, and reported profitability for manu- 
facturing, mining, trade and construction. 


THE THEORY AND PRACTICE OF EARNING A LIVING. By John F, 
Wharton. Simon and Schuster, New York, 1945. 256 pages. $2.50. Mr. Wharton 
addresses himself with wisdom and understanding to the transcendant problem of our 
time—and, indeed, of all times. He delineates with unusual clarity the mechanism by 
which the individual “earns a living” in our intricate economic society, and traces 
the significant relationships that obtain between economic activity and the evolving 
morality of our society. This is a provocative book whose audience is far greater 
than the youth and returning service men and women for whom it is intended. 


VETERAN LAW MANUAL: An Authoritative Guide on Servicemen’s Rights 
and Benefits—With Pertinent Law Texts and Explanations. Commerce Clearing House, 
Inc., Chicago 1, Ill., 1945. 271 pages. $2.00. A detailed, comprehensive handbook 
on the rights and benefits of World War II veterans, including texts of the pertinent 
federal statutes and official rulings. The contents and convenient system of classifica- 
tion make this volume a helpful guide on the legal aspects of problems concerned with 
returning service men and women. 


SELLING WITH COLOR. By Faber Birren. McGraw-Hill Book Company, 
Inc., New York, 1945. 244 pages. $2.50. Color is here treated as a business science 
by one of America’s leading color authorities. Mr. Birren outlines the tested prin- 
ciples of color and discusses the effective application of color to the development of 
consumer products, merchandising, advertising, packages and displays. 


INDUSTRIAL REHABILITATION. Published by the American Museum of 
Safety and the New York University, Center for Safety Education, 8 Fifth Avenue, 
New York, N. Y., 1945. 92 pages. 35 cents. A symposium of articles on outstanding 
rehabilitation programs in both large and small industries. Each program is described 
by its director. In addition, the booklet points out the strengths and weaknesses of 
existing programs for employing physically disabled veterans and civilians. 


PRACTICAL SUPERVISION. By Palmer J. Kalsem. McGraw- Hill Book 
Company, Inc., New York, 1945. 186 pages. $2.00. Written in an interesting, “straight 
from the shoulder” manner, and using the language of the front- line supervisor, this 
book outlines specific things- to-do in dealing with the supervisor’s immediate problems. 


HOW ADVERTISING IS WRITTEN—AND WHY. By Aesop Glim. McGraw- 
Hill Book Company, Inc., New York, 1945. 150 pages. $1.75. A practical and highly 
readable manual for every advertising writer, embodying the widely acclaimed Aesop 
Glim lessons that appeared in Printers’ Ink. Shows clearly how to put punch and 
effectiveness into all selling elements of the advertisement, including layout and illustra- 
tions as well as headlines and copy. 


PACKAGING CATALOG: 1945. Packaging Catalog Corporation, 122 East 42nd 
Street, New York 17, N. Y. 960 pages. $4.00. This seventeenth edition of the 
“Encyclopedia of Packaging” is larger than any of its predecessors. More than one 
hundred authorities discuss the manifold aspects of packaging and packing for shipmem 
which loom most important as we begin the transition to competitive peacetime merchan- 
dising. Profusely illustrated and conveniently tab-indexed. 


LABOR CONTRACT CLAUSES IN THE AUTOMOTIVE AND AVIATION 
PARTS MANUFACTURING INDUSTRY. Compiled and edited by M. W. Welty. 
Automotive & Aviation Parts Manufacturers, Inc., Detroit, 1945. 488 pages. $2.75. 
Includes a wide diversity of clauses taken verbatim from approximately 200 current 
labor agreements in this industry. Many chapters and sections carry short discussions 
to point out salient features of the subject matter and to indicate helpful cross- 
reference material. 


THE VETERAN’S GUIDE. Prentice-Hall, Inc. New York, 1944. 63 pages. 
$1.00. Addressed to the returning service man, this pamphlet outlines the rights, privi- 
leges, benefits and opportunities provided by the various veteran laws. Includes a 
description of the functions of the federal and state agencies charged with beemnacsaveanes:: 
of veteran legislation. 


GUARANTEED ANNUAL WAGES. By Jack Chernick and George C. Hellick- 
son. The University of Minnesota Press, Minneapolis, Minn., 1945. 146 pages. $2.50. 
Written in a popular, journalistic vein, this book pleads the Case for the Annual Wage. 
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PROCEEDINGS OF THE NATIONAL TIME AND MOTION STUDY 
CLINIC. The Industrial Management Society, Chicago, 1945. 





98 pages. Includes 


helpful material on time and motion study, work simplification, methods improvement, 
job evaluation, employee morale, and wage incentives. 


STATE ADVERTISING LEGISLATION. By Burt W. Roper. Printers’ Ink 


Publishing Company, Inc., New York, 1945. 


302 pages. $2.50. An indexed digest 


of 2,000 state laws relating to advertising, prepared by the legal analyst of the Bureau 


of Foreign and Domestic Commerce of the U. 


S. Department of Commerce. The 


digests are brief and non-technical, and the book should prove a helpful working 
tool for marketing executives, advertising agencies and media. 





PUBLICATIONS RECEIVED 
[Please order directly from publishers] 





SOUNDINGS IN THE LITERATURE OF MAN- 
AGEMENT: Fifty Books the Educated 
Practitioner Should Know. By Harry 
Arthur Hopf. Hopf Institute of Man- 
agement, Inc., Ossining, N. Y., 1945. 
28 pages. 75 cents. 


Money-MAKING SALESMANSHIP. By Michael 
Gross. McGraw-Hill Book Company, 
Inc., New York, 1945. 196 pages. $2.00. 


PERSONNEL PRACTICES IN PHILADELPHIA. 
Prepared by the Industrial Council of 
the Chamber of Commerce and Board of 
Trade of Philadelphia, 1129 Walnut 
Son Philadelphia 7, Penna. 16 pages. 


Business IN Two War Pertiops. By 
Leonard P. Ayres. The Cleveland Trust 
Company, Cleveland, Ohio, 1945. 33 
pages. Gratis. 

TyptcAL LaBor CoNTRACT PROVISIONS PRE- 
VAILING IN THE PLAstics INDUSTRY. The 
Society of the Plastics Industry, Inc., 
295 Madison Ave., New York 17, N. Y., 
1944. 68 pages. Gratis. 


Postwar FIscAL REQUIREMENTS: Federal, 
State and Local. By Lewis H. Kimmel 
et al. The Brookings Institution, Wash- 
ington 6, D. C., 1945. 166 pages. $2.00. 


THE PROBLEM OF RE-EMPLOYING SERVICE- 
MEN—How to HANDLE It: An Explana- 
tion of the Selective Service Act and 
G.I. Bill of Rights. Prentice-Hall, Inc., 
New York, 1945. 32 pages. $1.00 


SHouLp Price Controt Be RetAINep? By 
Harold G. Moulton and Karl T. Schlot- 
terbeck. The Brookings Institution, 


Washington 6, D. C., 1945. 43 pages. 50 


cents. 
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ExXeEcuTIve’s RECONVERSION HANDBOOK: 
How to Plan Now for Peacetime Busi- 
ness. Prentice-Hall, Inc, New York, 
1945. 47 pages. $1.00. 

A FactortaL Stupy oF Perception, By L. 
L. Thurstone. University of Chicago 
ep Chicago, Illinois, 1944. 148 pages. 


Pric—E AND RELATED CONTROLS IN THE 
Unitep States. By Seymour E. Harris. 
McGraw-Hill Book Company, Inc., New 
York, 1945. 392 pages. $4.00. 


THE PRACTICAL MANUAL FOR OFFICE WorkK- 
ERS. By Frances Avery Faunce. Mc- 
GrawW-Hill Book Company, Inc., New 
York, 1945. 154 pages. $2.00. 


How You Can Get A Jos. By Glenn L. 
Gardiner. Postwar edition. Harper & 
> New York, 1945. 233 pages. 
1.50. 


Postwar WAGE STABILIZATION (Vol. 17 No. 
7 of The Reference Shelf). Compiled 
by Julia E. Johnsen. The H. W. Wilson 
§ Seen. New York, 1945. 227 pages. 

1.25. 


SALESMEN FOR ToMorrow: How to Select 
and Train Them. By David R. Osborne. 
Harper & Brothers, New York, 1945. 
225 pages. $3.00. 


Tue Necro Intecratep. By Nicholas S. 
Falcone. Committee on Discrimination 
in Employment, New York State War 
Council, New York, 1945. 35 pages. 
Gratis in limited quantities. 

A Survey or BANK PERSONNEL POLICIEs. 
By A. C. Michaelis. Federal Reserve 
Bank of Dallas, Dallas, Texas, 1945. 82 
pages. 
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NATIONAL Propuct IN WARTIME. By Simon 
Kuznets. National Bureau of Economic 
Research, Inc., New York, 1945. 156 
pages. 

CASE PROBLEMS IN INDUSTRIAL ORGANIZA- 
TION AND MANAGEMENT. By M. E., 
Mundel and L. C. Pigage. Purdue Uni- 
versity, Lafayette, Ind., 1945. 66 pages. 


BoNNELL’s PACKING AND SHIPPING DIREC- 
Tory (Vol. 71, No. 10). pate Pub- 
lications, Inc., Plainfield, N. J., January, 
1945. 46 pages. $1.00 


EMPLOYEE pS aR FOR FIRE SAFETY. 
National Fire Protection Association, 
Boston, 1945. 40 pages. 25 cents. 


OUTLINE ‘FOR ORGANIZING AND OPERATING 
AN EMPLOYEE PUBLICATION. Policyhold- 
ers Service Bureau. Metropolitan Life 
Insurance Company, New York. 6 pages. 
Gratis. 


Time Stupy AND Motion EcoNoMy FoR 
Supervisors. By James D. Shevlin. 
National Foremen’s Institute, Inc., Deep 
River, Conn., 1945. 73 pages. $2.00. 


FINANCIAL MANAGEMENT PotictEs. By 
H. B. McDowell et al. Proceedings of a 
conferencé sponsored by The Economic 
and Business Foundation, New Wilming- 
ton, Penna., 1944. 34 pages. 35 certs. 


INTERNAL AUDITING Now AND AFTER THE 
War: Papers and Discussion at the 
Third Annual Conference of The Insti- 
tute of Internal Auditors. The Institute 
of Internal Auditors, Inc., New York, 
1944. 225 pages. $1.75. 


ESTABLISHING AND OPERATING A METAL 
Workinc SuHop. Industrial Series No. 
16, Bureau of Foreign and Domestic 
Commerce, U. S. Department of Com- 
merce, 1945. Available from’ Super- 
intendent of Documents, U. S. Govern- 
ment Printing Office, Washington 25, 
D. C. 202 pages. 35 cents. 


How To PREPARE FoRMS FOR WAGE AND 
SaLary ADJUSTMENTS: A Guide for 
Securing Approval of War Labor Board 
and Salary Stabihzation Unit. The 
Bureau of National Affairs, Inc., Wash- 
ington, D. C., 1945. 106 pages. $2.00. 


HANpDBOOK ON WAGE INCENTIVE PLANS. 
Compiled by the Management Consultant 
Division, War Production Board, 1945. 
Available from Superintendent of Docu- 
ments, U. S. Government Printing Office, 
Washington 25, D. C. 39 pages. 10 
cents. 

A Basic MARKETING CHART OF THE UNITED 
States: By States and Geographical 
Divisions. Fourth edition. Prepared by 
A. Edwin Fein, Research Company of 
America, 341 Madison Avenue, New 
York, N. Y., 1945. Broadside. $2.50. 
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ADVERTISING IN Our Economy. By Neil 
H. Borden. (A condensed version of 
The Economic Effects of Advertising.) 
Richard D. Irwin, Inc., Chicago, 1945, 
301 pages. $3.50. 

Jos PLACEMENT REFERENCE. With IJntro- 
duction to the Job Placement Technique 
By Keith Van Allyn. National Institute. 
of Vocational Research, Inc. Los 
Angeles, 1945. 361 pages. $10.00. 


SHouLp I Starr My Own Business? By 
P. D. Converse. Special Bulletin No. 5, 
University of Illinois, Urbana, IIl., 1945. 
Available from Bureau of Economic and 
Business Research, 205 Commerce Build- 
ing, Urbana, Ill. 44 pages. Gratis. 


CONTROLLERSHIP MANAGEMENT POLiIctEs. By 
William L. Dean et al. Proceedings of 
a conference sponsored by The Economic 
and Business Foundation, New Wilming- 
ton, Penna., 1944. 54 pages. 35 cents, 


GUIDES FOR THE NEW AND PROSPECTIVE 
Kpretcn Traver. Economic Series No. 
44, Bureau of Foreign and Domestic 
Commerce, U. S. Department of Com- 
merce, 1945. Available from Super- 
intendent of Documents, U. S. Govern- 
ment Printing Office, Washington 25. 
D. C. 17 pages. 15 cents. 


Biinp WorKERs IN INpustTRY. By Dr. K. G. 
Fenelon. Methuen & Co. Ltd., 41 Arden 
Road, London, N. 3, England, 1944. 14 
pages. 9d. (inc. postage). 


INTERNATIONAL TRADE AND Domestic Em- 
PLOYMENT (Committee for Economic 
Development Research Study) By 
Calvin B. Hoover. McGraw-Hill Book 
Company, Inc., New York, 1945. 177 
pages. $1.75 


INSURANCE FOR Postwar Joss. By Oscar 
Lempit. The Hobson Book Press, New 
York, 1945. 64 pages. $2.00. 


Democratic ADMINISTRATION: Part ]—Cre- 
ative Management; Part II—Democracy 
in Administration. By Ordway Tead. 
Association Press, New York, 1945: 78 
pages. $1.25. 


Necro Women War Workers. Bulletin 
No. 205, Women’s Bureau, U. S. Depart- 
ment of Labor, 1945. Available from 
the Superintendent of Documents, U. S. 
Government Printing Office, Washing- 
ton 25, D 23 pages. 10 cents. 

METHODS OF TESTING AND PROTECTING EYE- 
sIGHt IN INDustry. Industrial Health 
Series No. 4, Industrial Health Section, 
Metropolitan Life Insurance Company, 
New York, 1944. 70 pages: Gratis. 


AutuMN Leaves: Reflections of an Indus- 
trial Lieutenant. By P. W. Litchfield. 
Corday & Gross Co., Cleveland, Ohio, 
May, 1945. 125 pages. $1.50. 
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